Yale University

EliScholar – A Digital Platform for Scholarly Publishing at Yale
Yale Medicine Thesis Digital Library

School of Medicine

1984

Toward public policy influencing the geographic
distribution of physicians : the case of the National
Health Service Corps Scholarship Program
Valerie Ellen Stone
Yale University

Follow this and additional works at: http://elischolar.library.yale.edu/ymtdl
Recommended Citation
Stone, Valerie Ellen, "Toward public policy influencing the geographic distribution of physicians : the case of the National Health
Service Corps Scholarship Program" (1984). Yale Medicine Thesis Digital Library. 3212.
http://elischolar.library.yale.edu/ymtdl/3212

This Open Access Thesis is brought to you for free and open access by the School of Medicine at EliScholar – A Digital Platform for Scholarly
Publishing at Yale. It has been accepted for inclusion in Yale Medicine Thesis Digital Library by an authorized administrator of EliScholar – A Digital
Platform for Scholarly Publishing at Yale. For more information, please contact elischolar@yale.edu.

YALE MEDICAL LIBRARY

3 9002 08676 1880

Digitized by the Internet Archive
in 2017 with funding from
The National Endowment for the Humanities and the Arcadia Fund

https://archive.org/details/towardpublicpoliOOston

TOWARD PUBLIC POLICY INFLUENCING
THE GEOGRAPHIC DISTRIBUTION OF PHYSICIANS:
THE CASE OF THE
NATIONAL HEALTH SERVICE CORPS SCHOLARSHIP PROGRAM

A Thesis Submitted to the
Yale University School of Medicine
in Partial

Fulfillment of the

Requirements for the Deqree of
Doctor of Medicine

bv
Valerie Ellen Stone

1984

Federal and state governments as well as local and private entities
have utilized a variety of strategies to promote an equitable geo¬
graphic distribution of physicians in the U.S.
In recent years, the
National Health Service Corps (NHSC) Scholarship Program has been
among the largest Federal programs for this purpose. The historical
development of the NHSC Scholarship Program is traced, with special
attention to the political forces, budgetary forces, and administrative
constructs that have molded it into its present form. Accomplishments
are reviewed and found to be limited to date in areas of stated ob¬
jectives. The appropriateness of NHSC Scholarship Program structure
for accomplishing stated objectives is questioned. The need for
quantifiable data to facilitate future program evaluation and re¬
assessment is emphasized.
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PREFACE

Since the passage of the Health Professions Educational Assistance
Act in 1963 (PL 88-129), the U.S. Federal government has been in the
business of enacting legislation to redress perceived problems in the
area of health manpower.

The nature of these perceived problems has

changed over time, as has the nature of the legislative interventions.
Through most of the 1970's, there existed a clear consensus among
policy-makers that there was marked geographic maldistribution of the
existing physician manpower in this country.

Even to the current time,

there remains widespread agreement that geographic distribution of
physicians remains a problem, although the extent of the continuing
problem is now an area of active discussion and research.
A number of strategies have been developed in an effort to effect
a more equitable distribution of physician resources.

These have varied

from state or local government-based efforts, to private sector entre¬
preneurial approaches, to the more well-known Federal initiatives.
One of the most expensive and probably most well-known efforts to
alleviate the geographic maldistribution of health manpower is the
National Health Service Corps Scholarship Program, which was begun in
1972 as a source of obligated physicians for the faltering National
Health Service Corps.

To date, this program has spent $447.0 million

Federal dollars and has obligated 11,800 physicians-in-training to serve
in "Health Manpower Shortage Areas" as the Federal government's largest
strategy aimed at solving the physician maldistribution problem.

Yet,

surprisingly little has been written about the program's progress in
meeting its objectives through the investment of this money and manpower.

2

-

-

The purpose of this paper is to provide a relatively comprehensive
historical overview of the NHSC Scholarship Program that will lend
greater insight into the divergent forces that have shaped the pro¬
gram.

In addition, the program's accomplishments thus far will be

reviewed and discussed.

Critical questions regarding continued fund¬

ing, community and provider satisfaction. Congressional intent and
implementation, will be raised and offered for further analysis.

3
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SECTION I

BACKGROUND ON POLICY REGARDING
GEOGRAPHIC DISTRIBUTION OF PHYSICIANS

4
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Chapter 1
Recognition of Physician Distribution
as a Pressing Public Policy Issue
Among the earliest major U.S. health manpower studies was the 1932
final report of the Committee on the Costs of Medical Care, entitled
Medical Care for the American People.

This report drew conclusions on

the status of health manpower that would not seem out-of-place today,
noting the maldistribution of physicians by geographic area and the
grave imbalance between primary medical care and more specialized prac1 2

tice. ’

However, it was several decades before this issue of a physi¬

cian geographic maldistribution problem re-emerged as a focus of public
attention.
3 4 5
As a result of several subsequent private and government reports, * *
the adequacy of teh aggregate supply of physicians actually became the
prime focus of U.S. health manpower policy. Beginning with the Ewing
3
report
in the 1940's, so named for Oscar R. Ewing, Federal Security
Administrator under Truman, a number of respected commissions and gov¬
ernment agencies began to predict a physician shortage by the 1960's.
By the 1960's, the "doctor shortage" had become a matter of public con-

g
cern , and it was not long before the Federal government involved itself
with health professions education.'7

The first legislation enacted in

direct support of medical education was the Health Professions Educa¬
tional Assistance Act of 1963 (PL 88-129).

To respond to the perceived

inadequacy of the aggregate physician supply, this legislation authorized

-5-

federal matching grants to construct new medical teaching facilities
or to expand existing facilities.

The same law also authorized a low

interest loan program for medical students.

A major expansion of the

commitment to increase aggregate health manpower was the Comprehensive
Health Manpower Training Act (PL 92-157), enacted in 1971, which was
the first attempt at a truly comprehensive approach to health manpower
training.

A major provision of this legislation was for grants to

medical schools that specified payments for each medical student en¬
rolled annually.

Bonuses were also to be paid for each graduate from

a shortened three-year curriculum.

These payments to medical schools

became known as "capitation" grants, since they represented a per
person allocation to the schools which clearly provided a major in¬
centive for medical school expansion.

In addition, PL 92-157 also

increased the effective federal share of construction costs for new
health professions schools and for new facilities in existing schools
that produced a major expansion in training capacity.

This law also

included some limited incentives for newly licensed physicians to serve
in a health manpower shortage area in return for loan forgiveness (these
incentives will be discussed in more detail in Chapter 4).
The federal role provided by the Comprehensive Health Manpower
Training Act of 1971 and the related legislation that had preceded it
eventually led to a dramatic increase in the number of medical schools
and the number of graduating physicians.

When the first health manpower

legislation was enacted in 1963 (PL 88-129), 87 medical schools were
graduating some 7,300 physicians yearly.

By 1981, the year in which the

6
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-

capitation grants were finally terminated, the numbers had increased
to 126 schools and 15,700 graduates (Table 1).

In addition, during

these years, the Immigration and Nationality Act allowed alien foreign
medical graduates relative ease in entering the United States to prac¬
tice medicine (until 1976, when restrictions were re-imposed by PL 94-484),
which resulted in an even more profound increase in the total number of
active physicians in the U.S., as well as an overall increase in the
physician-to-population ratio from 126 per 100,000 to 181 per 100,000
persons (Table 2) from 1963 to 1981.
As the 1970's progressed, however, government officials and health
policy researchers began to question the need for further expansion of
O

the physician supply.

It was becoming increasingly apparent that pro¬

ducing larger numbers of physicians alone did not necessarily improve
physician availability and access to medical care in many rural and
inner city areas.

Many felt that the current physician supply was ade¬

quate, yet there remained major physician distribution problems--both
geographic maldistribution and a specialty distribution that included
far too few primary care physicians.

A 1978 Institute of Medicine
O

report, A Manpower Policy for Primary Health Care,u corroborated this
view--recommending no further expansion of medical schools, but encour¬
aging efforts to ensure that 60-70% of graduating physicians be trained
in primary care specialties until a better balance between generalists
and specialists was achieved.

Moreover, they made strong recommendations

regarding geographic incentives including the discontinuation of third
party payer differentials by specialty and geographic location within
a state.

-7-
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TABLE 2
TOTAL AND ACTIVE PHYSICIANS (M.D.'S) AND PHYSICIAM-TOPOPULATION RATIOS:
DECEMBER 31, SELECTED YEARS 1950-1978, AND ADJUSTED DATA FOR 1975 THROUGH 1980

Number of

Year

physicians 1/

Total

Active

Total
popul ati on
(thousands) 7J

Physicians
per 100,000
popul ati on
Total

Active

Ac ti ve
non-Federal
physicians

Civilian
population
(thousands) 3/

Ac tive
non-F ederai
physiciana
per 100,000
civilian
popul ati on

1950

219,997

208,997

156,024

141.0

134.0

193,900

153,640

126.2

1955

241,711

228,553

169,959

142.2

134.5

213,000

167,043

127.5

1960

260,484

247,257

184,896

140.9

133.7

230,200

182,351

126.2

1965

292,088

277,575

198,357

147.3

139.9

254,761

195,451

130.3

1970

334,028

310, 845

209,096

159. 7

148. 7

281,344

206,129

136.5

1975
1976
1977
1978

393, 742
409,446
421,278
437,486

340,280
348,443
363,619
375,811

21-7, 966
219,648
221,419
223,274

180.6
186.4
190.3
195.9

156.1
158.6
164.2
168.3

312,089
320,865
343,693
355,569

215,828
217,515
219,300
221,275

144.6
147.5
156.7
160. 7

4/
4/
4/
4/
4,5/

393,742
409,446
421,278
437,486
450,800

363,290
377,320
391,180
40 3, 820
416,680

217, 966
219,648
221,419
223,274
225,099

180.6
186.4
190.3
195.9
200.3

166.7
171.8
176.7
180.9
185.1

335,100
349,740
371,250
383,580
396,680

215, 828
217, 515
219,300
221,275
223,012

155.3
160.8
169.3
173.3
177.9

1980 4,5/

460,500

429,800

227,911

202.1

188.6

409,460

225,766

181.4

1975
1976
1977
1978
1979

1/

Includes physicians in Federal service; also includes physicians in U.S. Possessions , i.e.,
I si and a v Canal Zone, and Pacific Islands.

2/

Total population includes civilian population in U • S. Possessions.

3/

Includes civilian population in U. S. Possessions.

4/

These numbers of active physicians are adjusted to' include about 90 percent of those either with unknown address
or not classified as to status or activity by the American Medical Association.

5/

Total and active physician counts for 1979 and 1980 are estimated.

SOURCE:

Puerto Rico, Virgin

Data for 1950 through 1960 from U.S. Department of Health, Education, and Welfare, National Center for Health
Statistics.
Health Resources Statistics 1965, PHS Publication No. 1509, 1966.
Data for 1965 through 1978 (unadjusted) from American Medical Association, Center for Health Services
Research and Development.
Physician Distribution and Medical Lieensure in the U.S., 1978.
Also prior annual
isa ues.
Adjusted data for 1975 chrough 1980 from Health Resources Administration, Bureau of Health Professions,
Division of Health Professsions Analysis.
U.S. Bureau of the Census.

Source:

Current Population Report P-25, Nos.

336, 438, 542, 603, and 812.

U.S. Dept, of HHS, Supply and Character!stics
of Selected Health Personnel, DHHS Publication
No. (HRA) 81-20, (June IDBl) p. 22.
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Several new directions emerged as perceptions of health manpower
needs changed.

First, talk began of an impending physician surplus

and the need for a reassessment of health professions policy.

It

actually began to appear that the many years of physician expansionism
had produced what Walter McClure describes as a public policy analogue
of iatrogenic disease.

9 10
’

The Graduate Medical Education National

Advisory Committee (GMENAC) was formed in 1976 by the Secretary of the
Department of Health, Education, and Welfare to "advise the Secretary
on the number of physicians required in each specialty to bring supply
and requirements into balance, methods to improve the geographic dis¬
tribution of physicians, and mechanisms to finance graduate medical
11

education."

The final report of the Committee issued four years

later did indeed project an impending physician surplus of 70,000 by
1990.

12

While many debates ensued regarding the validity and relia¬

bility of the GMENAC conclusions, they have nonetheless formed the
basis for major reductions in many of the health professions programs.

13

For example, capitation grants to medical schools were terminated after
the report's release and the availability of low cost financial aid for
medical students became

severely limited.

The other new direction that emerged in health manpower policy was
increased attention to the issue of physician distribution rather than
simply aggregate supply.

This concern was reflected in the health pro¬

fessions legislation that was enacted subsequent to the mid-1970's.
Testimony that was presented to the U.S. House of Representatives
Committee on Interstate and Foreign Commerce (Subcommittee on Health)

10

-

-

in their consideration of the National Health Service Corps Amendments
of 1975 is representative of the new considerations that were at the
forefront in such deliberations.

Evidence was presented that the mal¬

distribution of physicians by reqions had actually worsened in the pre¬
ceding decade (1959-1970), as reflected in Table 3.

Regions that were

relatively physician-rich in 1959 experienced a greater increase in
their physician:population ratios than did the physician-poor regions.

Id

The realization that the increasing number of physicians was not solving
distribution problems was translated into policy in the form of the
Health Professions Educational Assistance Act of 1976 (PL 94-484).

While

this law contained some of the now-traditional provisions of health pro¬
fessions legislation such as capitation grants, the capitation grants
were made contingent upon schools having established percentages of
their residency positions in primary care specialties.

In addition,

special new construction grants were made available to assist in the
construction of ambulatory, primary care teaching facilities for the
training of primary care physicians.

Finally, this law included a major

expansion of the National Health Service Corps Scholarship Program as
well as several structural changes in the program that were instrumental
in transforming it into a much larger program with a much broader
mission.

11
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TABLE 3

Population/physician ratios by SMS A and county size, 1950-1978
PopuJation/ptiysidan ratio
SMSA or county size
classification9

1950

1960

1970

1972

1974

1976

U.S. total

845

840

728

687

658

617

578

SMSA total
> 5,000.000
1,000,000-5,000,000
500,000-1,000,000
50,000-500,000

707
511
676
823
935

721
551
680
803
943

622
458
585
708
835

584
433
545
658
788

558
414
521
620
747

522
395
486
571
694

489
380
454
531
636

1,412
997
1.240
1,409
1,617
1,802

1,443
973
1.240
1.448
1,765
1.994

1,416
850
1,143
1,470
1,962
2,352

1,378
815
1,098
1,439
1.967
2,333

1,328
768
1,041
1,398
1,933
2,452

1,250
711
983
1,304
1,854
2,324

1,165
656
910
1.210
1,763
2,260

Non-SMSA total
> 50,000
Potential SMSAs"
25,000-50.000
10,000-25,000
< 10,000

1978

Source: Department of Health and Human Services, Area Resource File (Washington. DC: DHHS, Public Heaij
Service, Bureau of Health Professions, 1981).
* Classified on the basis of 1978 population estimates.
B Potential SMSAs are counties that do not meet all requirements to be designated SMSAs but are considered ‘‘prin';
candidates to achieve SMSA status in the near future ”

Source:

Mary A. Fruen and James R. Cartwell, "Geo¬
graphic Distribution of Physicians: Past
Trends and Future Influences," Inquiry, 19
(Spring 1982) p. 46.
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Chapter 2

Review of Programmatic Strategies to Influence Physician Location

Access to health services, according to Lewis,
ability and opportunity.

15

implies both

While the availability of health care pro¬

viders is important, it is only one factor influencing access.

Other

equally important components include ability to pay for services,
cultural or social factors, and distance from hospitals or other health
facilities.

But in those "health manpower shortage areas" or "under¬

served areas" where physicians are truly in short supply, physician
availability can and does become the limiting factor in the ability to
access health services.
Table 3 provides some relevant data on physician distribution in
the United States.

While these data do not prove that some areas are

adequately served and others are underserved, it does show that there
is wide variability in the physician-to-population ratio across the
nation.

In particular, the smallest counties, those with populations

under 10,000, are most likely to have a ratio that reflects much lower
physician availability.

In addition, the data on these counties show

a worsening of this problem in recent years.

In 1975, the year that

major expansion of the NHSC began, one hundred and seventy-five of
these counties (average population of 4,317) had no physician at all.
There are data to suggest that these problems of access to physician
services are not confined to rural areas, but affect the inner city
poor as well, albeit in more subtle ways.

The inner city poor are more

likely to use a public hospital, emergency room, or outpatient clinic

-13-

as their source of regular care than other patients.

Furthermore,

those on Medicaid are often forced to use low-quality "Medicaid mills"
since more than 70% of physicians see few, if any, Medicaid patients
in their private practices.

18

While such data are interesting, they provide little useful informa¬
tion about which communities are actually in need of additional health
manpower.

For example, perhaps those small communities which are with¬

out physicians are adjacent to neighboring counties with physicians who
can handle their health care needs.

In actuality, most policies to

address maldistribution such as the NHSC, as well as more regionally
based efforts, were formulated on the basis of anecdotal reports of
isolated communities without doctors, communities often so desperate
that they resorted to advertising on billboards and in national newspapers to get help.

1

Often, it was not until after the program was

developed that any research was done into how such physician-needy
areas might be defined or how many of them actually existed.

For many

years, the effort to define underserved areas was plagued by a lack of
available data on health manpower.

Often the best available data were

at the whole-county level, adding to the difficulty of specifying
"communities" that were underserved.

Programs that did specify criteria

for underserved communities, for the most part, did not in terms of
physician-to-population ratios.'*''7

As we will see in the next section

however, some non-federal physician distribution programs never actually
designated specific areas as needy, but instead whole states seemed im¬
plicitly to be considered underserved.

On the federal level, the process

-14-

of designating Health Manpower Shortage Areas (HMSA's) for the NHSC
began to take into account a broader set of variables in addition to
physician-population raties, as a result of PL 94-484 (the 1976 law
mentioned previously that included many provisions to address physician
distribution problems).

The evolution of the NHSC HMSA designation

process will be expanded on further in Section II.
In addition to clear definitions of distribution needs, programs to
improve the distribution of physicians depend on available evidence
about the factors that influence overall physician distribution and
individual physician location choices.

A great deal of research has

been done on physician location choices,
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but many of the studies have

actually been conflicting or inconclusive reoarding some of the more
elusive variables such as the effect of friends, faculty, or quality of
medical school.

Several variables have repeatedly been shown to impact

significantly on location decisions.

Background factors, for example,

are among the best predictors of location choices.

When both physician

and spouse are from a rural background, they have the highest likelihood
of selecting a rural location.

20

Similarly, the Association of American

Medical Colleges found in its longitudinal study of medical school grad¬
uates that only background characteristics, particularly the size of
community lived in most of one's life, are significantly related to
location choice.

While location of residency is also highly corre¬

lated with practice location, there continues to be disagreement about
whether the residency location is actually chosen by the physician-intraining in anticipation of ultimate practice location preferences.
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The location and type of medical school seem to be significant as well,
since the medical schools which send the highest proportions of their
graduates into rural practice are state-operated schools in states with
sizable rural populations.^
The factor found most influential by Cooper,

20

opportunity to join

a desirable partnership or group practice, was also substantiated by a
more recent study.

Here it was found that two-thirds of primary care

physicians locating in rural areas between 1973 and 1976 went to areas
where there were already four or more established physicians,
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some¬

times to join large group practices but most often to small towns where
they joined an existing medical community of independent practitioners
and small groups.

A related factor that seems to figure prominently in

physicians' location choices is the availability of clinical support
facilities as well as the opportunity for regular contact with a medical
school or medical center.
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Studies have shown that this desire for

professional interaction relates to the presence of continuing education
programs, adequate technical facilities, opportunities for consultation,
as well as more free and informal communication with medical peers.
A great many studies have focussed on specialization as a predictor
of location.

On the whole, these studies have shown that general and

family practitioners are more attracted to rural areas than other physi¬
cians.

The data from one study actually showed that a physician enter¬

ing family practice is three times more likely to select non-metropolitan
practice than physicians entering other primary care specialties (i.e.
internal medicine, pediatrics, obstetrics/gynecology).

Nonetheless, it
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was shown that the attraction of larger communities for specialists is
still stronger than the attraction of small and rural communities for
generalists.^
Racial background of the provider has been shown to be a major preor

dictor of which patients a physician will ultimately serve.

However,

the urban-rural distribution of black physicians does not seem to be
substantially different from that of white physicians, although there
is evidence that black physicians in urban reas are more likely to
locate in inner-city areas and serve black patients.
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The relative importance of income maximization in physicians' loca¬
tion choices cannot be determined from the available data.

Several

older studies found physicians' perception of income potential in a
certain area to be an important factor, but the more recent studies
seem to show that income potential has virtually no effect on location
oo

choices.

on

’

One recent study suggests, for example, that rather than

making decisions aimed at maximizing income, physicians make choices
that reflect a tendency to minimize hours worked.

In fact, findings

related to the effect of leisure time on location choice support this
contention.

One study cited "too large a workload" and "inability to

get adequate time off" as reasons physicians are hesitant to practice
in small communities, and at least two-thirds of physicians leaving
rural practice cited similar problems.

This lack of physician respon¬

siveness to income maximization when making location decisions is
particularly troublesome, however, since almost all physician distri¬
bution programs use some form of financial incentive to encourage

-17location in underserved areas.^
Finally, physicians repeatedly mention an area's climate or geo¬
graphic features or the perceived cultural opportunities as major
factors in their location decisions.
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These factors are, unfortu¬

nately, poorly defined and may have very different meanings to different
individuals.

For this reason, these factors' relevance to policy-making

or program design is limited, at best.
As the perception of the maldistribution of physicians as a major
problem has grown, so have the number of programs designed to, at some
level, remedy the problem.

The size and scope of these programs have

ranged from the large multi-mil1 ion dollar federal programs such as
the Area Health Education Center program or the National Health Service
Corps to non-profit organizations' efforts to match needy communities
with willing physicians whose operating budgets may be a much more
modest $50,000 or so.

A study was recently done by a group affiliated

with the University of Michigan which catalogues all of the operating
non-federal physician distribution programs in the country.
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They

found that non-federal programs for the purpose of affecting the geo¬
graphic distribution of physicians were sponsored for the most part by
state educational organizations (medical schools and state higher edu¬
cation agencies), and in a few cases, by other relevant state agencies
or private organizations such as medical societies and non-profit
corporations.

Similarly, the chief sources of funding for these pro¬

grams were state governments, with relatively little money coming from
federal or local sources.

The strategies employed by the various
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programs (201 in all) identified in this study spanned the entire uni¬
verse of possibilities with regard to influencing location and/or
specialty decisions--individual financial incentives, institutional
financial incentives, and educational, regulatory, recruitment, and
placement incentives.
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Moreover, these strategies were being applied

in different programs at all the possible points of intervention in the
medical education-medical practice continuum:

in undergraduate medical

education, graduate medical education, and medical practice.
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Simi¬

larly, the Federal government has employed a variety of different
strategies--either directly or through grants to medical schools--to
redistribute health manpower.
What lessons have been learned about the effectiveness of these
various strategies?

While it is beyond the scope of this paper to

review fully the experience of incentive programs other than the NHSC
Scholarship Program, a sufficient background on other programs and
their accomplishments will be presented to facilitate comparison of the
NHSC Scholarship Program to these diverse

types of distribution

strategies.

RURAL PRECEPTORSHIPS
Rural preceptorships designed to expose medical students to primary
care medicine in a community-based setting have grown dramatically in
their numbers since the late 1960's (Figure 1).

During the 1960's and

1970's, preceptorships in rural or medically underserved areas became
common features of curricula in medical schools with a commitment to
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Figure 1

OF

PROGRAMS

CUMULATIVE NUMBER OF PERCEPTORSHIP PROGRAMS INITIATED, 1969-1981

TEAR

Source:

E.S. Carpenter and D. Seidman, National Com¬
pendium of Nonfederal Physician Distribution
Programs (Lansing, Michigan":
Statewide House
Officers' Training System, 1981) p. 37.
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improving geographic distribution of health manpower.

34

While "pre-

ceptorships" with community physicians were once a primary component
of medical education, these newer preceptorships are almost all elec¬
tives in the clinical years of medical school that students may choose
as one way of broadening their medical school experience.

The number

of medical schools offering rural or underserved area preceptorships
for students grew from 34 in 1964 to at least 91 in 1977. ^

In addi¬

tion, other types of groups with concern about underserved areas offer
preceptorship opportunities for students.

For example, the American

Medical Student Association has coordinated a program called "Medical
Education and Community Orientation" for this purpose since 1969.

The

growth of medical school sponsorship of preceptorships has been encour¬
aged by the availability of funds from the Federal government for this
purpose through provisions of the Comprehensive Health Manpower Training
Act of 1971.
The impact of a rural preceptorship experience on a physician's
ultimate practice location is decidedly difficult to discern.

The pre¬

selection bias introduced by the fact that students have chosen to
participate is hard to factor out in any analysis.

Indeed, few program

evaluations have even attempted to isolate the impact of the program on
participants; most simply list the percentages of participants who have
located or plan to locate in rural areas.

As Lewis has said, "any

positive influence of preceptorship on such actions is presumed."

In

one study done on the location decisions of all physicians graduating
from medical school in 1965, the actual part that preceptorships played
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in such decisions was explored quite successfully.

37

Of those surveyed

(only those 1965 graduates who had already made location decisions),
13.1% had participated in rural preceptorships.

Nearly twice as many

program participants were reared in rural areas as nonparticipants.

Of

the rural-reared participants surveyed, 36.7% of program participants
eventually located in rural areas, versus 34.9% of the rural-reared non¬
participants.

Only 4.7% of all those who participated in the preceptor-

ships said they had an influence on their ultimate location choice;
however, 20.1% of those locating in rural areas indicated that the
preceptorship experience did influence this choice.

Overall, there was

a strong correlation between preceptorship participation and location in
rural areas no matter when physicians made their location decision, but
this correlation was strongest for those who had made the decision for
rural practice prior to medical school.

All of these data indicate that

preceptorships are an attractive elective experience for 1) students
from rural areas, or 2) students who already have strong interest in
rural practice.

It also indicates that, on the whole, these students

make their location decisions largely independent of their participation
or nonparticipation in rural programs.
urban-reared participants as
areas (20.7% vs. 11.2%).

However, almost twice as many

nonparticipants located practices in rural

Additionally, of those who eventually located

in urban areas, 60.2% of urban-reared participants strongly considered
rural practice, while only 38.4% of urban nonparticipants considered
rural practice.

This study is relatively old now, but no subsequent

studies analyze the impact of the rural preceptorship experience as

22

-

effectively.
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The U.S. Public Health Service, in a 1978 study, was the

most recent group to investigate this question on a nationwide basis.
However, their conclusion related to the impact of preceptorships and
other factors on rural location was that "the probability of preferring
a rural or small town practice location was highest for resident physi¬
cians who attended high school in a rural or small town community, had
less than average financial support from family or savings, were over
28 at graduation from medical or osteopathic school, were white, and
participated in a preceptorship program."

Given the above discussion

of the earlier study, it is clear that such information about overall
probabilities is not very useful in measuring the independent impact of
preceptorships.

So the question remains as to whether participation in

preceptorships is simply predictive of eventual rural location, or
whether it can make such location a more likely occurrence.

Certainly

any impact they have on educating urban-reared physicians about the
cultural opportunities as well as the climate and geographic features of
rural areas should not be dismissed lightly.

With an overwhelming per¬

centage of medical education now taking place in urban areas, there is
often little chance for the non-rural future physician to become familiar
with the opportunities or lifestyle in rural areas.

Incentives such as

academic credit for requirements or summer pay may help preceptorships
to serve this purpose more efficiently.
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AREA HEALTH EDUCATION CENTERS
The Area Health Education Center (AHEC) concept is relatively unique
among the major strategies for improving the geographic distribution of
health manpower in that it is directed toward creating institutional
change, rather than at directly influencing the behavior of specific in¬
dividuals.

AHEC's were first proposed by the Carnegie Commission in its

1970 report, Higher Education and the Nation's Health, as one means of
addressing geographic and specialty maldistribution of health profes¬
sionals.

By linking the academic resources of the university medical

center with local educational and clinical resources, the Area Health
Education Centers they envisioned would educate, retain, and improve
health manpower in underserved areas.

The Federal government endorsed

the AHEC idea by including a vague provision in the Comprehensive Health
Manpower Training Act of 1971 (PL 92-157) whereby institutions and others
could enter into contracts with the government to improve health care
delivery and health professions education in underserved areas.

This

section of PL 92-157 was titled the Health Manpower Education Initiative
Awards.

Ultimately this enabling legislation and that which followed as

part of PL 94-484 have resulted in AHEC activity in 23 states, with 48
centers being operated through 36 of the nation's medical schools.
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The scope of these AHEC's varies from site to site, but in general they
have taken on a wide variety of activities.

Almost all of them serve as

decentralized training sites for students in a variety of training pro¬
grams (medicine, dentistry, nursing, pharmacy, and allied health).

While

serving as a locus of multidisciplinary education, each AHEC also provides

-24students with the opportunity to experience at least part of their
training in a wel1-supervised setting in an underserved area, and to
taste, feel and participate in rural health programs--to see the rural
patient population and the community physicians.

In addition, the

Centers provide new opportunities for the health professionals already
located in the area--both the chance to serve as preceptors to the stu¬
dents trained by the AHEC, as well as the enhanced opportunity for con¬
tinuing medical education as a result of the Center's activities.

It

is difficult to make statements about the AHEC program's impact that
apply equally well to the various AHEC's.
more effective than others.
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Certainly some have been

Two reports have reviewed in depth the

accomplishments of all the AHEC's and presented some very positive
conclusions about the effectiveness of the AHEC strategy.

40 41
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Medical

school graduates who were AHEC participants choose primary care spe¬
cialties in greater numbers than other graduates.

The number of physi¬

cians and dentists practicing in AHEC target areas, in relation to
population, has increased and exceeded that in comparison areas.

For

example, one Federal AHEC in North Carolina is able to retain 70% of
the resident physicians it trains in its service area or similar areas
in the state.
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Programs have been implemented through AHEC's which

brought new or expanded services to their target areas.

Despite the

influence of the university medical centers and the potential of there¬
by making AHEC's "physician-only" programs, multidisciplinary education
has been effectively carried out in community clinical settings.

Fi¬

nally, and probably least quantifiable, of the effects of AHEC's are the
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new affiliations which have been established with great success between
communities and university medical centers.

The mutual respect gener¬

ated by these new ties has created the potential for other cooperative
endeavors.
From 1972 to 1982, the AHEC program cost the Federal government $216
million, but the AHEC's also obtained an additional $150 million in funding from state and local sources to help carry out their missions.
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With these funds, AHEC's have gone a long way in reducing professional
isolation in underserved areas and creating a professional environment
that makes it easier to attracted and retain health professionals in
underserved areas.
STATE SERVICE-CONTINGENT AID PROGRAMS
The first service-contingent financial aid program for medical stu¬
dents was established in Virginia in 1942.

Its purpose was to encourage

graduating physicians to locate in rural communities and to establish
practices in general medicine.

Since the development of that first pro¬

gram in Virginia, many states have established similar loan or scholar¬
ship programs that in some way serve as a financial incentive for medical
students to choose certain practice locations.

Such a program has

existed in almost every state with a medical school at some point be¬
tween 1942 and 1984.

However, due to changing perceptions of medical

needs and the vicissitudes of politics, some have been longer lived than
others.

There are currently 46 state-administered service-contingent

aid programs for medical and osteopathic students, operating in 32
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states.
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While each of the programs has its own individual character¬

istics, most operate on a loan forgiveness model.

Essentially, students

are offered a specified amount of financial aid in return for a specified
amount of service after they are licensed as physicians (usually in a
medically underserved area).
form of a loan or scholarship.

The financial aid is usually given in the
This debt is cancelled in the event that

the specified service commitment is fulfilled; if instead the student
elects not to fulfill the service obligation, then the loan or scholar¬
ship and possibly some additional penalty is to be repaid to the lending
agency.

The exact nature of the service commitment varies from program

to program, depending on the program's goals.

All programs have as one

goal the retention of physicians within their state, but a smaller sub¬
set are concerned with directing health manpower to specific underserved
areas.

Often the provision of financial aid to ensure educational

opportunity to financially disadvantaged state residents is also a
stated objective of these programs.

The importance of this goal is re¬

flected in the fact that 85% of the programs have a state residency
requirement and over 50% have a financial need requirement for participation.
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A recent comprehensive report on the features of state servicecontingent aid programs makes it possible to draw some conclusions about
their effectiveness.

Programs vary a great deal in their use of

stringent payback requirements or penalties as a method of pushing
participants toward fulfillment of service commitment rather than "buy¬
ing out."

Only 17 of the 46 programs have a set penalty of some type.
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varying from $5,000 liquidated damages, to revocation of medical
licenses, to triple payback of the amount lent.

Previous reports on

these programs noted the high rates of buy-out that were seen when stu¬
dents were only required to pay back the actual amount of the loan at
.
46 47
low interest rates (Table 4).
’

Indeed, the relatively small sums

actually awarded to students (in most cases less than $6,000 Der year
of obligated service) serve as a disincentive to following through on
the service payback for practicing physicians, if no penalty is imposed.
In addition, the small size of the aid offered could be seen as a de¬
terrent to participation for state residents attending expensive private
schools.

If the available loan only covers one-half to one-third of

the private school student's tuition, it is probably unreasonable to
expect that he or she would incur a four year service obligation for
this level of support.

It may be the states' desire to provide as many

students as possible with some level of financial assistance that causes
them to "spread the money so thinly."
In most cases, programs place their obligated physicians in shortage
areas that have been so designated by a state agency, preferring not to
use the federally designated HMSA's.

The needs in these areas are

usually not prioritized in terms of relative need, so obligated physi¬
cians may often choose whichever designated area they find most desir¬
able.

It is important to note that these state programs do not pay the

salaries, site development costs, or other overhead costs for the obli¬
gated physicians.

It then becomes a necessity that shortage areas where

they locate be able to "support a practice," which may well put the

TABLE 4

Kxperience of hle'en Mate Practice Vgreemenl/1

Number of
Borrowers

Suit

96
639
62
331

Arkansas
Georgia
Iowa
Kentucky
Minnesota
Mississippi
North Carolina
North Dakota
South Carolina
Virginia
West Virginia
Total:

22

61 1
301
40
160
291
22

2575

Source:

Borrowers
Available for
Practice by
1970 (<7C)

57.2
45.2
4.8
61.0
54.5
93.6
47.5
35.0
37.5
83.8
27.3
Ave.: 62.0%

Physicians
Repaying
Loan With
Rural Practice1

m

Physicians
Busing Out of
Practice
Commitment
iao)

ojii

Korgixoness Programs

Physicians in
Default of
Payment {%)

Borrowers
Unavailable to
Practice for
Other Reasons
(<"<•)

32.8
50.2
66.7
96.0
66.7
74.4
58 0
71 4
66.7
44.7
66.7

56.4
49.8

10.9
0.0

7.0

0.0

33.3
4.0
8.3

0.0

63.0%

34.1%

0.0

25.0
25.5
42.0
28.6
33.3
55.3
33.6

0.0
0.0
0.0
0.0
0.0
0.0

2.0%

0.0

1 1.5
0.0
64
4.3
0.0
0.0
3.4
0.0
5.7%

Lewis, Fein and Mechanic, .4 Right to Heal th:
The Problem of Access to Primary Health Care,
p. 32.

-29neediest areas at a significant disadvantage.

In addition, as was

mentioned previously, some of the programs (20%) allow obligated
physicians to serve anywhere in the state in fulfillment of their
service commitment.

Over half of the programs allow obligated physi¬

cians to do their residencies in any specialty they choose, while only
25% require participants to train in one of the primary care special¬
ties.

Physicians may consequently also be limited in their ability to

provide good care in relatively isolated underserved areas if their
training has been in a hospital-based specialty like radiology, path¬
ology, or anesthesia.
A recurrent theme that came up regarding state programs which most
successfully place and retain obligated physicians in underserved areas
was the importance of full-time personnel who help to prepare students
for rural life and rural practice and who counsel students at the various
decision points.

48 49
*

The effectiveness of the actual financial in-

centive offered by these programs has been questioned by many authors.

50 51 52
’

Many have suggested that, like rural preceptorships, these small loan
forgiveness programs may at best only serve to reinforce the career
decisions of those already inclined to practice in shortage areas, rather
than actually recruiting additional physicians for these communities.
These criticisms seem less valid today as more and more of the programs
add very stringent buy-out provisions or default penalties, shortage
area placement criteria, and specialty requirements.

Yet, as noted

above, there are still aspects of the programs' structure which under¬
mine their ability to effectively ensure additional physicians for
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underserved areas.

CONCLUSION
These brief descriptions of three types of programs cannot accurately
reflect the broad spectrum of incentives currently operating to draw
physicians to underserved areas.

States are now exploring more creative

ways of linking a service obligation to education in the health professions,

53

and the number of private entities oriented toward placing

physicians in shortage areas has risen dramatically with the widespread
recognition of the "doctor distribution problem."

Indeed, what used to

resemble a community-physician dating service has now undergone many
refinements in this era of possible physician surplus.

Private corpora¬

tions and public agencies (e.g. state offices of rural health) now offer
a broad range of services in addition to simple listings ranging from
technical assistance for site development to back-up for physician
vacations.

These services continue to grow more sophisticated in their

efforts to attract and retain physicians in underserved areas.

54
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Chapter 3

Setting The Stage for The NHSC Scholarship Program:
The NHSC Formative Years

The National Health Service Corps was created in 1970, well before
the "physician distribution problem" had become a generally accepted
fact of public policy.

But it was not conceived as a large program de¬

signed to redistribute the nation's health manpower, but rather as a
small strategy hinged on the "doctor draft" of the Vietnam War era and
creative use of physicians in the U.S. Public Health Service aimed at
supplying doctors to those isolated communities that had none.
The concept of a "national Doctor Corps" to serve the unmet needs
of the rural and urban poor was an outgrowth of the Johnson Administra¬
tion's War on Poverty.

In the 1967 report of the President's Commission

on Rural Poverty, The People Left Behind'*', where this idea first sur¬
faced, the "Corps" was seen as a mechanism for drawing on the social
commitment of young graduating medical students to staff a federally
salaried cadre of physicians who would take quality health care where
it otherwise was not available.

The idea was not easily implemented in

those years, however, since virtually all young physicians were drafted
into military service.

Some limited attention had been given to the

idea of allowing drafted physicians the option of serving out their
military obligation in this proposed "Doctor Corps", but the strength
of the Pentagon and their Congressional allies made such a change in
the Selective Service law a virtual impossibility.

2

The person credited with coming up with a mechanism for creating the
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"Corps" yet circumventing this legislative impasse is a Seattle pedia¬
trician named Abraham Bergman.

Drafted physicians were allowed to

serve their military obligation in the U.S. Public Health Service, a
uniformed service which had responsibility for traditional "public
health duties"--such as sanitation and control of epidemics--and patient
care responsibilities limited to American Indians, inmates of Federal
prisons and merchant seamen.

Bergman's idea hinged on legislatively

broadening the patient care responsibilities of the Public Health Serv¬
ice and then staffing the "National Health Service Corps" (as he termed
it) with PHS doctors.

A young Congressional staffer named Eric Redman

working for the quite powerful senior Senator from Washington state,
Warren Magnuson, was convinced by Dr. Bergman's tenacity and idealism
to take on the

legislative work necessary to create the "Corps".

The

story of the two years of political maneuvering, setbacks, and small
victories that constituted the "necessary work" is recorded in Redman's
absorbing portrait of the legislative process. The Dance of Legislation.
When the legislation that created the National Health Service Corps
finally passed both houses of Congress in late 1970, it contained com¬
promises that enabled it to meet both conservative and liberal expecta¬
tions of the proper role of such a program.

Moreover, its language was

couched in generalities that permitted those of divergent political
persuasions to read in their own interpretation of what this new "Corps"
would be.

The Emergency Health Personnel Act of 1970 (PL 91-623) which

created the National Health Service Corps in Title III of the Public
Health Service Act stated:^
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It shall be the function of an identifiable admini¬
strative unit within the Service to improve the
delivery of health services to persons living in
communities and areas of the United States where
health personnel and services are inadequate to
meet the health needs of such communities and areas.
The body of the legislation contained provisions for the designation
of "Critical Health Manpower Shortage Areas" eligible to receive the
NHSC personnel and the employment of physicians and other health per¬
sonnel as Commissioned Officers of the Public Health Service to staff
the Corps.

Earlier political compromises were reflected in the bill's

failure to specifically mention "providing health care for the poor" as
part of its mission, and language that gave local medical societies a
large portion of the control in determining where (and if) NHSC doctors
should be placed.

Finally, the program as discussed was to be small

and experimental--a final concession that satisfactorily eased conserv¬
atives' fears about the Corps' impact on the private practice ofmedicine.
However, an intended sensitivity toward issues of financial access to
care to be balanced with this implicit endorsement of the private practice
model of care was written into that initial enabling legislation (as well
as all subsequent NHSC legislation) in the form of a "means test," as
follows:^
Any person who receives a service provided under this
section shall be charged for such service at a rate
established by the Secretary, pursuant to regulations,
to recover the reasonable cost of providing such service;
except that if such person is determined under regula¬
tions of the Secretary to be unable to Dav such charge,
the Secretary may provide, for the furnishing of such
service at reduced rate or without charge.
While the Corps had received support from many different constitu¬
encies, there were two notable exceptions.

The Nixon Administration had
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voiced clear opposition to the bill, presumably because of the potential
it had for revitalizing the then faltering Public Health Service (there¬
by giving it a larger share of power in the Department of Health, Edu¬
cation and Welfare).

And the American Medical Association, often

considered the medical lobby in those years, never came to consensus on
the bill, so failed to ever support or oppose the 1970 legislation.
Nonetheless, others expressed the traditional concerns of organized
medicine about the implications of a federal role in the direct provision
of health services.

Yet the general concept of the Corps was endorsed

by a wide diversity of constituencies--from the American Public Health
Association to the American Academy of General Practice.

Rural doctors

also attested to the inadequacy of their ranks in the nation's isolated
areas.

Probably most notable in their support was the Student American

Medical Association (SAMA), since they represented the idealistic young
physicians-in-training who would ultimately staff the NHSC.
But it was the influence of the Corps' powerful supporters on Capitol
Hill--Warren Magnuson (D-WA) in the Senate and Paul Rogers (D-FL) in the
House--that delivered virtually unanimous bipartisan support when the
voting finally took place.

This was a bipartisan Congressional support

that was to remain with the Corps for some years to come.

As former NHSC

director, Fitzhugh Mullan, M.D., has pointed out quite eloquently, while
conservatives and progressives had very different images of the Corps,
5
both saw it fulfilling a critical need that they perceived.

For rural

Congressmen, many of whom had doctorless communities in their districts,
the Corps' political expediency was apparent.

The NHSC could be the

mechanism for drawing doctors back into those communities--doctors whom
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they expected would soon move off the federal payroll and establish
private practices.

To the more liberal, the NHSC represented a first

step toward a much larger governmental role in health care--a step that,
if successful, could lead to a real National Health Service or at least
the enactment of National Health Insurance.
So with the establishment of the National Health Service Corps, many
early and divergent expectations were placed upon it.

Yet the responsi¬

bility for implementation lay with an administration which had not over¬
come its opposition to the program.

The realities of these problems in

the Executive Branch got the NHSC off to a very slow start.

Their re-

luctancy to give the new program operating funds was only one of a number
of problems encountered.

Despite original authorizations of $10 million

for FY71 and $20 million for FY72, the NHSC was only appropriated
$3 million and $12.5 million, respectively, for those first two years.
r

Eventually, after considerable dissension in DHEW,

the "identifiable

administrative unit" to oversee the new program was named, and the Corps
was put under the leadership of Daniel Whitesides, DDS in the Bureau of
Community Health Services.

But still more time elapsed before physicians

could be recruited and eligible communities identified.

Critical Health

Manpower Shortage Areas were yet to be designated, so the initial areas
were decided upon through something of an ad hoc process in which selfnominated communities would demonstrate to NHSC administrators that they
were indeed in need of a physician.

The first NHSC placements were

finally made in Spring 1972 when twenty health professionals were placed
in sixteen communities across the nation.

Several months later an

additional 162 personnel, mainly physicians, were placed.
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It was estimated later in 1972 that over 5,000 U.S. communities
were without any type of physician or health care services.^

The

newly passed NHSC Amendments of 1972 (PL 92-585) required that these
communities and all others with "Critical Health Manpower Shortages"
be identified and designated as such on the basis of officially estab¬
lished criteria.

Criteria were chosen that relied principally on a

primary care physician-to-population ratio of less than or equal to
1:4,000 applied either to county or subcounty communities when avail-

6C
able.

By December 1972, more than 1,300 shortage areas had been

identified using these criteria; when the final CHMSA lists under these
criteria were published in September 1977, they included roughly one
fourth of all U.S. counties.
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NHSC Scholarship Program Initiation
The incentive of the attractive draft alternative that the NHSC
represented served to keep applications and interest high in the pro¬
gram's initial years.

The Public Health Service received from 3,500

to 4,500 applications annually for the 900 Commissioned Officer posi¬
tions available in those years,^ with the highest number of applicants
reguesting assignment to the National Health Service Corps.

As early

as the 1970 hearings on the NHSC legislation, however, it was apparent
that the end of the draft was relatively near.

In discussing the

probable impact that the loss of this incentive would have on NHSC
O

recruitment, the Senate Committee on Labor and Public Welfare commented,
...abolition of the "doctor draft" would not seriously
impair National Health Service Corps recruitment. At
the very least, those trained young professionals who
desired to serve in physician deficient areas would
still find the program a great aid to such service by
reducing the cost of such service. The Committee does
not feel that service in such areas is motivated solely,
or even significantly by consideration of military service.
The Senate Committee's naive predictions were, unfortunately, far from
accurate.

Not only did applications to the NHSC drop off precipitously

after the decision was made to end the physician draft effective July
1974, but according to then NHSC deputy director David Kindig, M.D.,
many of those whose placements for the coming year had already been
g
finalized also "wanted out".
Some anticipation of this type of reaction
had actually prompted the Corps administrators and Congressional sup¬
porters alike to initiate discussions concerning several options for
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insuring future manpower for the NHSC.

While the possibilities under

consideration ranged from mandatory NHSC service in exchange for health
professions loans to a two year mandatory commitment for all graduating
physicians, none of these more extreme proposals was taken very seriously
or got very widespread support from any outside the Senate Committee on
Labor and Public Resources, whose Health Subcommittee was now chaired by
Senator Edward Kennedy.

Instead, building on the model of obli¬

gated scholarships pioneered by the states and a vague new scholarship
called the "Physician Shortage Area Scholarshids" passed as part of the
Comprehensive Health Manpower Act of 1971, all serious consideration in
1972 turned to a scholarship program as a feeder mechanism for the Corps.
At the time of the Congressional hearings on the NHSC Amendments of
1972, two federal alternatives already existed which had the potential
for linking service in a physician shortage area to medical student
financial assistance.

The 1965 and 1966 amendments to the Health Pro¬

fessions Legislation (PL 89-290) had established a loan cancellation
program whereby medical students could be forgiven up to 85% of their
accumulated debt from Health Professions Student Loans (HPSL) in return
for three years of service in a physician shortage area.

The maximum

value of a yearly HPSL loan in 1972 was $3,500 so the maximum accumu¬
lated debt was only $14,000, with the actual level of loan received
based on evidence of financial need.

Apparently, students in the late

19601s and early 1970's had some hesitancy about the fairness of this
exchange, since of the more than 3,800 HPSL loan recipients graduating
from medical school in 1965 and 1966, only 42 had taken advantage of
the loan cancellation provisions by November 1972.

12

The newer program.
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the Physician Shortage Areas Scholarships, mentioned above would award
scholarships of up to $5,000 a year to medical students who would agree
to serve one year in a Physician Shortage Area in exchange for each year
of scholarship support.

Preference was given to students with financial

need who were residentsin a shortage area themselves.

Neither of these

programs referred to the NHSC directly, but presumably both could be
seen as more attractive now that the existence of the NHSC made it pos¬
sible to fulfill the required service as a salaried employee of the
PHS, with responsibilities for site development resting with the commu¬
nity or the government rather than the individual physician.

Nonetheless,

the limited attractiveness of the financial incentive offered by these
programs made the creation of a separate scholarship program to serve as
a pipeline to the NHSC appear to be a necessity in 1972.

This sentiment

was clearly reflected in the Report of the Senate Committee hearings on
the NHSC Amendments of 1972 (PL 92-585) which stated, "The Committee
intends to establish a generous scholarship program for students who
will undertake service in an area or program into which the Secretary
finds it difficult to attract health professionals lacking such a
scholarship program."

13

So with the passage of the National Health Service Corps Amendments
of 1972 (PL 92-585), the Public Health and National Health Service Corps
Scholarship Training Program was authorized under Title VII of the
Public Health Service Act.

14

The program was to give scholarships to

health professions students in return for service in various Public
Health Service programs that were in need of high quality staff.
provisions for the PH/NHSC scholarships were very specific.

The

Students
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receiving scholarship support were to give one year of service for each
year of support (later changed to a minimum of two years).

Physicians

with obligations to the program would be allowed to defer their service
commitment until after completion of residency training.

Finally, de¬

fault on the service commitment would make students responsible for
repaying the Federal government an amount equal to the cost of total
scholarship assistance paid in his or her behalf within three years.
It is important to note that this new program also incorporated two
very new concepts in Federally funded health professions student assis¬
tance programs.

First, the "scholarship" given to students was to

consist of full coverage of the cost of medical education for each year
of support accepted--tuition, fees, and a monthly stipend for living
expenses.

Second, eligibility and selection for these scholarships was

to be totally independent of the applicants' financial need.

Indeed,

nowhere in the enabling legislation or relevant Congressional Committee
reports was any interest reflected in these scholarships as a mechanism
for increasing educational opportunity for the needy.

On the contrary,

much concern was aired about the potential these scholarships had for
duplicating the experience of the all voluntary military, eventually
turning the Corps into an indentured cadre of poor and minority physici ans . ^
Despite the program's intended orientation twoard a diversity of
health professions, the first PH/NHSC scholarships (academic years
1973-74 and 1974-75) were awarded only to medical and osteopathic stu¬
dents.

These students were chosen through a detailed selection process

designed to measure the students' interest in and commitment to
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medically underserved communities.

While the NHSC staff wanted very

much to get personally involved in this process by conducting interviews
of the most promising candidates, the time and cost considerations
caused them to give up this process in favor of an application that
relied on essay questions to discern students' personal commitment to
underserved area practice.
As with the initial years of the NHSC field program, the plan for
the PH/NHSC program was to start off small at first to test the response
to the program.

The appropriation for the program's first year of oper¬

ation was a modest $3 million with which 372 first-time scholarships
were supported.

Applications for the PH/NHSC scholarships were heavy

that year and remained at relatively high levels for the life of the
program (Table 5).
The positive response to the scholarship program was a welcome sign
that the newly created NHSC feeder mechanism was working; however, be¬
cause of the long "pipeline" it created, it had no impact on the actual
NHSC field strength until 1976-77.

The first few cycles of scholarship

awards gave preference to third and fourth year students, in an attempt
to minimize this elapsed time between the initial commitment and actual
date of service.

In the subsequent years of the program, however, when

more recipients would be first year students, the "pipeline" would be
at least five years and often as much as eight years for those who chose
to complete residency training.
To solve the immediate recruitment problems, the NHSC launched an
energetic "Cure a Community" campaign.

In this cooperative effort with

the Student American Medical Association and the Physicians' National
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Housestaff Association, they made numerous recruitment visits to resi¬
dency programs and medical schools in an effort to inspire interest in
the NHSC field program's idealistic mission.

In addition, elective

preceptorship experiences were offered in NHSC sites for students in
hopes that this would develop their interest in underserved area prac¬
tice.

As a result of these efforts the NHSC grew to a modest field

strength of 338 in 1974.
By this time, a new NHSC director had come in and given much clearer
direction to the NHSC's work in underserved communities.

Edward Martin,

M.D., who would remain a major force in the NHSC for years to come, had
been appointed its third director in 1974.

Dr. Martin had come to the

Corps administrative staff two years earlier, as one of the "young
committed doctors" for whom

the program had been designed.

As the

president of the Student American Medical Association in 1969-70, he
had moved the previously quiessent student group to an overwhelming
concern for community health reflected by student projects in areas
ranging from Appalachia to migrant health camps.

Eventually his concerns

led him to become director of the Martin Luther King Neighborhood Health
Center in the South Bronx, before he joined the NHSC staff.

As NHSC

director. Dr. Martin targeted the rural areas severely depleted of
physicians.

Adhering to the fee for service private practice model, he

shaped the Corps into a federal machanism by which medical practices
could be established in areas that at one time had supported private
practices and had the potential to support private physicians in the
future.^3

Under Dr. Martin's leadership, the NHSC also developed

regional offices that assisted with the coordination and oversight of
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the field program in the various areas of the country.

They also

helped with "site development," the process in which communities set
up and equipped a clinic for the NHSC doctor's use.

One of the most

important goals of this field strategy as Dr. Martin pursued it was
the retention of the NHSC physicians in their assigned communities as
private practitioners on a long term basis.

In the early years, how-

ever, the NHSC had a very poor retention rate (approximately 3%)

16b

because those fulfilling their military service obligation were required
to do so before finishing residency training.

These physicians often

left after their two year requirement was fulfilled to complete resi¬
dency training.

By 1974 retention (defined as NHSC who voluntarily

extend their tours for at least one more year and those who convert to
private practice in shortage areas) had risen to 20%, and by 1976 it
had reached 38%.

16c
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Chapter 5

NHSC Scholarship Program Growth and Development

The years between 1976 and 1980 were ones of rapid growth and
transition for the NHSC scholarship program.

While previously the NHSC

and its companion scholarship program had been

well thought of but

for the most part insignificant programs, with the hearings that led to
the 1976 reauthorization of the program, Congress moved forcefully to
give the program greater definition, a broadened mission and the budget¬
ary increases needed to fund this substantial programmatic expansion.
Building on the programmatic re-orientation mandated at the Congressional
level, the NHSC administration incorporated major new objectives into
both the NHSC field program and NHSC scholarship programs.

The cumu¬

lative effect by the end of those few short years of the many changes
in objectives, program structure, strategy and size and visibility for
the NHSC scholarship program would be a transformation of this small
feeder mechanism for a small program to something much larger, and
certainly more complex.
Although the NHSC had been functioning since 1971 and the NHSC
scholarship program since 1973, it was not until the mid 1970's that
the geographic maldistribution of health services actually became a
major focus of concern in national health policy.

As discussed earlier,

Congress had between 1963 and 1976, spent significant amounts of Federal
funds expanding the physician supply.

By 1976, Congress had begun to

recognize that these efforts had not succeeded in producing equitable
access to health services for all Americans, and the tone of the NHSC
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reauthorization hearings were undoubtedly a reflection of that dis¬
appointment.

The House of Representatives Report on these hearings

states, for example:*7
The commercial marketplace operates on the premise
that overproduction of a product leads to lower prices,
curtailment of supply and the automatic introduction of
the product into undersupplied areas. There is no
evidence that such a process operates within the health
care system. The suburbs of this country appear to have
an unlimited capacity to absorb physicians. The net
effect of this situation on the national level is that
it is impossible, in any practical sense, to train so
many physicians that areas become "oversaturated" and
physicians are induced, for economic reasons, to seek
practice elsewhere.
Boston now has 321 physicians per
100,000 population, more than twice the national average,
yet there are still large areas of inner city Boston and
rural Vermont and New Hampshire which lack adequate
physician services.
In defense of Congress' perception of a growing maldistribution of
physician services, statistics were cited proving that physician avail¬
ability in many rural and inner city areas was decreasing while the
total physician supply had almost doubled.

But in addition to this now

traditional reliance on physician-population ratios, new concern was
reflected in the 1976 hearings about the differential qua!ity of the
health services to which various segments of the U.S. population had
access, particularly as it related to low-income urban areas.

Many of

the most sweeping legislative changes ultimately made in 1976 affecting
both the NHSC and the NHSC scholarship program were an outgrowth of this
new attention to the quality of available health services.
With the passage of the Health Professions Educational Assistance
Act of 1976 (PL 94-484), reauthorizing the NHSC and NHSC scholarship
program, many significant alternations were made to the programs as they
had existed prior to that time.

Most significant of these was the
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broadening of the definition of Health Manpower Shortage Areas.

Prior

to this time, the NHSC was required to place health professionals only
in critical health manpower shortage areas, defined as geographic
areas with physician to primary care population ratios of less than
1:4,000.

In 1976, the Senate Labor and Public Resources Committee

articulated a concern that under these existing provisions "the program
(NHSC) has been heavily oriented toward rural areas while urban centers
generally have not been able to qualify for assistance."

1 ft

The House

of Representatives echoed this criticism, stating, "in designating
medically underserved areas, insufficient emphasis has been placed on
the needs of urban ghetto areas which contain populations that experience
critical shortages of personal health services despite their location
within metropolitan areas enjoying an abundance of health personnel."

19

To better account for the needs of urban areas in the designation of
health manpower shortage areas (HMSA's) and the eventual assignment of
NHSC physicians, the definition of HMSA's was expanded to include:
(A)

an area in an urban or rural area (which need not
conform to the geographic boundaries of a political
subdivision and which is a rational area for the
delivery of health services) which the Secretary
determines has a health manpower shortage

(B)

a population group which the Secretary determines
has such a shortage

(C)

a public or nonprofit private medical facility or
other public facility which the Secretary determines
has such a shortage.20

In making the determinations of "shortage" the new criteria were to
take into account infant mortality, access to health services, health
status, the percentage of physicians serving the area that were foreign
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medical graduates,in addition to physician to population ratios.
Finally, PL 94-484 deleted the use of the term "critical" with respect
to health manpower shortage areas.

This deletion reflected the Con-

gressional intent of "broadening the concept of shortage."

21

In keeping with these efforts to set priorities regarding the Corps'
role in communities of various types, PL 94-484 also directed the Corps
to give interest-free loans to poorer communities to help them with the
costs of clinic site development.

Also, provisions were created for

returning the fee for service revenues generated by Corps physicians
("especially in relatively affluent rural areas")
ury.

to the U.S. Treas¬

The expanion of the NHSC that was implied in "broadening the

definition of shortage" as it pertained to the Corps was bound to have
an impact on the NHSC scholarship program.

Although the exact numbers

of HMSA's that would result from the new criteria was not yet known at
the time of the 1976 NHSC scholarship reauthorization hearings. Congress
declared emphatically, "Although thousands of physicians and dentists
are needed in underserved areas, the Corps presently has fewer than 375
physicians and 85 dentists...The Committee has concluded that the best
way to increase the size of the Corps is by means of the National Health
Serivce Corps Scholarship program."

23

And without knowledge of how many

HMSA's there would be at the time when the initial designation process
was completed, and even less knowledge about projected needs in subse¬
quent years, Congress authorized funding increases for the program that
would have effectively doubled the size of the program each year-$75 million for FY78, $140 million for FY79 and $200 million for FY80.
While real appropriations did not ever actually exceed $100 million in
any one year (see Table 6 for appropriations levels reached) the
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PL 94-484 was nonetheless quite dramatic, as can be seen in Table 7.
The changes in the scholarship program mandated by PL 94-484, how¬
ever, were by no means limited to issues of program size.

Many seem¬

ingly detailed specifications were enacted at that time which were
important in giving the program some sense of the definition it lacked
in the earlier years.

Many of these were features that would serve to

make the contract that scholarship recipients signed in accepting edu¬
cational assistance in exchange for service 1) much less ambiguous and
2) much more useful in assuring that the service obligation would be
actually fulfilled, and in a manner appropriate to shortage area needs.
24
These new provisions included the following:

-A two year minimum set on the length of service obli¬
gation a scholarship recipient could have.
-Length of deferment for residency training limited to
3 years (effectively limited specialty training to
family practice, general pediatrics and general
internal medicine).
-Penalty for failure to perform obligated service was
increased to 3 times the amount of scholarship assis¬
tance, plus interest at the maximum prevailing rate,
payable in one year.
-Obligated service could be performed as a Commissioned
or civilian member of the National Health Service Corps
or, at the discretion of the obligated health professional,
in private practice in a shortage area that had priority
for assignment of Corps members and that had a sufficient
financial base to sustain such private practice (hereafter
referred to as the Private Practice Option, or PPO).
-The amount of the stipend for living expenses was specified
as $400 per month with provision for annual increases equal
to percentage increases in salaries of Federal employees.
Tuition and fees would also be paid.
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TABLE 6

NHSC Scholarship Appropriations
Fiscal Years 1974 Through 1984

1974

$ 3,000,000

1975

$22,500,000

1976

$22,500,000

Transition Quarter*

$22,500,000

1977

$40,000,000

1978

$60,000,000

1979

$75,000,000

1980

$79,500,000

1981

$63,400,000

1982

$36,400,000

1983

$15,842,000

1984

$ 6,300,000

Source:

U.S. Department of Health and Human Services, Fifth Annual
Report to Congress on the NHSC Scholarship Program, p. 5.
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TABLE 7
f'HSC SehoUrsftio Awards
School Years 1973-74 Through 1981-82 (FY 1974-1581)
cnool Year
5Y3l"a*3Ss
Ixooacuc Medicine
steopethic Medicine
artistry
ursing (Baccalaureate)
Health Nursing
Midwifery
Less Practitioner Training
he lie Health Nutrition
edical Social *orx
Screen Pathology / Audiology
/etsrirary Medicine
atcaetry
>odiatry
Yaraacy

Totals
33, i£7’
25,736
3,494
2,217
£94
72
89
212
173
£7
52
12
9
347
11

TRST-TIXS AWARDS
A1 Imamu Medicine
atecpatnlc Medicine
Santis try
Nursing (Sacralauraate)
Pualic Health Nursing
Nurre Midwifery
Nuzsa Practitioner Training
Fhjolic Health Nutrition
Msdical Social war*
Screen Pathology/Audiology
veterinary Medicine
Qotowtry
rcdiatxy
Ptarascy

13,381
10,181“
1,350
957
344
47
49
124
91
57
36
4
3
132
6

ISflTRJATTON AWARDS
Alucoacruc Medicine
estaqaeiic Medicine
iTwitistry
Nursing (Baccalaureate)
AutLlc Health Nursing
Vursa Midwifery
Mesa Practitioner Training
9jclic Health Nutriticn
Medical Social work
Soeecn Pathology/Audiology
veterinary Medicine
Ootoestry
Podiatry
°naraacy

19,788
15,555
2,144
1,280
350
25
40
38
84
10
18
3
6
215
5

Source:

1973-74 1974-75
' it&t
372
35J
l,o6*
2D0
29
——
—
—
—•
—
—
—
——
—
—
—
—
—
—
—
—
——
—
—
—
372
343.
29
—
—
———
—
—
——
—
—
—
—
—

___
MM.

1,499
i,32S
•171
—
•—>
—
—
—
——
—
—
—
——
385
338
29

1975-78
w

48
—»
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-Finally, the name of the scholarship program was
officially changed to the current title, "National
Health Service Corps Scholarship Program."
Please see the Appendix for a sample of the scholarship contract in
effect after the addition of these specifications.
In addition to these alterations in the agreement between the stu¬
dent and the government, a provision for special grants of up to
$25,000 were authorized to assist individuals who had completed their
obligated service as Corps members in establishing a private practice
in a shortage area.

And to alleviate some of the concerns about un¬

fairly obligating overly large numbers of poor students mentioned
earlier, a non-obligated scholarship at the same level of assistance as
the NHSC scholarship was established to be awarded to students of
Exceptional Financial Need in their first year of study in the major
health professions (EFN Scholarship Program).

Priorities for award of

NHSC scholarships were established, giving preference first to previous
recipients of NHSC scholarships and EFN scholarships and secondly, to
students in their first year of study.

25

In summary, the NHSC emerged from the 1976 re-authorization process
no longer a program oriented solely toward aiding communities with in¬
adequate numbers of doctors, but instead with a clear mandate to effect
an equitable distribution of health care services in the United States.
The expanded service mission the Corps was being asked to take on de¬
manded an expanded scholarship program.

Yet, the Congress once again

emphasized the intended purpose of all this free medical education,
admonishing, "[we] wish to emphasize in the strongest possible terms
that

(we]

do not view the National Health Serivce Corps Scholarship

program as a mechanism solely intended to subsidize health professional
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education."

26

Rather, they declared, "the National Health Service

Corps Program, coupled with the scholarship program represents the
most effective legislative mechanism ever developed by the Congress in
attempts to solve the growing problem of geographical maldistribution
of health professionals in the United States."

27

The task of implementing this new programmatic agenda for the NHSC
and NHSC Scholarship program was passed on to a new Administration that
was as idealistic at every level, not just in the ranks--as the Congress
that had developed it.

Edward Martin, M.D., the former NHSC director,

had moved up to director of the Bureau of Community Health Services with
the Corps as one of several programs under his leadership, and Fitzhugh
Mullan, M.D., one of the first physicians to serve in the Corps in the
early 70's, joined the Administration as the new NHSC director in mid1977.

Dr. Mullan also brought a history of activism during his years

as a medical student and resident.

As one of the founders and leading

figures in the progressive Student Health Organization of the late 1960's
and later organizer of the resident physicians at Lincoln Hospital in
New York City, Dr. Mullan had been quite outspoken about the inadequacies
he perceived in the medical care system assembled to serve the poor,
expecially the urban poor.

Shortly before being brought in as NHSC head,

he had recounted his experiences, and reflected on the inequities of the
U.S. health care system, with the publication of his book. White Coat,
OO

Clenched Fist.

Clearly the Public Health Service and, in many cases,

the students contemplating applying for NHSC scholarships, knew enough
about Fitzhugh Mullan to know what he stood for and where the Corps was
likely to go under his leadership.
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One of the most serious impediments to the establishments of urban
Corps sites in the past had been the lack of viability of the sole
practitioner fee-for-service model in the inner city setting.
urban site failures had preceded the 1976 amendments.

Many

Inner city areas

were also more likely to be among those for whom the site development
process was a difficult one.

The lack of community funds and the ab¬

sence of affluent individuals or businesses within the community anxious
to contribute toward the establishment of a clinic had often made the
site development stage the limiting factor for urban communities.

In

1973, the Office of Economic Opportunity1s Neighborhood Health Center
Program was transferred to the Public Health Service and there renamed
the "Community" Health Center program.

Despite the name change, the

program had retained the same goals and methods--the granting of funds
to community groups in low income areas for the development of community
responsive and controlled primary care centers.

Once established, how¬

ever, the CHC's often experienced difficulty recruiting competent physi¬
cians.
With Edward Martin's arrival as Director of the Bureau of Community
Health Services fresh from his years at the Corps, now with oversight
for the Corps as well as the Community Health Centers program and others,
a new "integrated" strategy focussing on the complementary use of these
two programs began to emerge.

Prior to this time, the use of NHSC physi¬

cians in CHC's had occurred occasionally, but only by chance.

With the

development of the "Urban Health Initiative" and "Rural Health Initiative"
as they were called, the goal was to aid the community through the CHC
granting program with the "development of integrated systems of health
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care delivery into which NHSC assignees could be placed."

31

Federal

assistance would be offered to communities with both steps of the
process involved in making quality health services more available to
them in an attempt "to combine the strangths of these two programs in
an effort to overcome the major problems each faced,"

31

1980 article by Edward Martin reviewing this strategy.

according to a
Many such inte¬

grated systems were developed in isolated areas through the Rural Health
Initiative, more than 300 by the end of 1979.

32

This strategy was pur¬

sued most forcefully, however, in the urban inner city areas.

Armed

with the new HMSA designation process which made significantly more
urban areas eligible for NHSC assignees,

33

the Urban Health Initiative

conceived by the Bureau of Community Health Services, and the new Corps
director's history of activism aimed at improving the health of the
urban poor, the Corps expanded into more and more urban settings.

By

1980 almost 40% of all Corps physicians were working in urban placements

--representing an increase in number of urban placements from

approximately 60 in 1974 to approximately 800 in 1980.

36

What was emerging at the same time as central in the administration
of the NHSC scholarship program was the management of the so-called
"pipeline"--the years between the initial receipt of scholarship support
and the health professional's arrival in the community to begin deli¬
vering care.

The 1976 legislation had done two things that affected

the "pipeline" —it put a priority on the acceptance of first year stu¬
dents into the program, and it limited the length of residency training
to three years.

In the 1979 amendments this residency training limit

was modified to allow four year residency deferrals for scholarship
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recipients pursuing training in obstetrics-gynecology or psychiatry.
In effect, then the "pipeline" was almost certain to consist primarily
of individuals for whom there was a seven or eight year time span
between commitment and service.

The selection process used to decide

who would be offered a NHSC scholarship had evolved, and from the mid1970's on, had consisted of a computerized multiple choice format that
asked guestions about the student's background, experience and interests.
Students were chosen using this selection instrument on the basis of
the strength of their responses indicating residency in underserved
areas, community service or outreach in health settings serving under¬
served people, and their expressed interest in primary care medicine,
and practice setting preferences.

The essay questions and other written

answers had been eliminated for efficiency when this new application was
introduced.

According to NHSC officials, the questions on this appli¬

cation had proven predictive value in choosing students who would have
a commitment to underserved areas who would want to practice primary
care in an underserved area even in the absence of an NHSC obligation.

36

Yet they realized that having such a commitment at the time of acceptance
to medical school (scholarships were awarded to first year students in
the summer prior to matriculation) was only the first step toward
assuring that same commitment existed at the time of placement.

A

series of programs collectively termed "Acclimation" was initiated in
1977 to begin to tackle this as well as several other objectives.

The

preceptorships in the NHSC, previously offered as a recruitment tool,
were now offered to scholarship recipients to give them an early sample
of shortage area practice, which placed 100 scholarship recipients in
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such settings each year.
Additionally, a magazine entitled Commitment was developed to give
scholarship recipients a feel for practice in underserved areas--including the diversity of the practice modes, cultural groups served and
geographic areas--through the use of personal vignettes and perspectives.
In an effort to give scholarship recipients a more personal link with the
Corps, conferences were held for them in areas with large numbers of
scholarship recipients.

The focus of these conferences was on issues of

community responsive practice, exposure to role models working in the
Corps and inspirational speeches by legislators, policy makers and Corps
administrators about the health needs of the urban and rural disadvantaged.
Finally, a network of student and faculty "advocates" at each medical
school was set up who could serve as an information source for scholarship
recipients at the school, either informally or via regular meetings and
memos.

Many other sources of contact with the Corps were provided to

students and residents--a newsletter called Acclimation News, as well as
NHSC Notes and Public Health Reports (when they contained information
pertinent to students), were all sent to scholarship recipients at their
homes on a periodic basis in addition to Commitment.

A toll-free hotline

had been established at the NHSC which students could use to have their
questions answered.

According to the NHSC director Fitzhugh Mullan,

this was all part of a larger effort to give all health professionals
in the Corps--those in training and especially those already in the
field--a sense of professional identity, belonging and mission "to en¬
courage their interest in and enthusiasm for community medicine while
they approached their service."

37

The largest number of scholarship

-63recipients at this time were students, and for the most part that is
whom these acclimation activities were reaching.

Indeed, several of

the programs had no provisions for reaching residents--the advocate net¬
work, the preceptorships and the hotline were oriented solely toward
students.
Generally then the Corps that scholarship recipients were associated
with from 1976-1980 was a very visible one.

In fact, not only were

scholarship recipients exposed to all of this information purposely
directed at them, the Corps also became quite visible in the lay press
as well as the general medical press.

37a

All of these impressions and

positive press contributed to scholarship recipients' ability to bond
with the program.

In all of this they were, of course, seeing a Corps

that was currently making a very pro-active response to the needs in
urban underserved areas.

While that urban image may have been quite

dominant, from the conferences they attended and the media coverage of
the Corps the overall image that emerged was that of a program that was
serving a rainbow of needs and communities.

Issues of Public Health

Reports and Commitment, for example, that highlighted Corps providers
in the field presented a spectrum of images including health care de¬
livery to inner city blacks, Native Americans on a Southwestern reser¬
vation, Mexican-American migrant workers, midwestern farmers, and the
mountain folk of Appalachia.

The Corps had attracted black scholarship

recipients at almost four times their proportion in medical schools
overall and Hispanic students at more than three times their proportion
in medical schools.

Certainly, they were getting a very strong message

about the Corps' commitment to their communities' needs and their own
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ability as health care providers to have a valued role in the Corps
that was consistent with its mission.
Beyond a simple bonding or imprinting process that would motivate
scholarship recipients to follow through with their Corps commitment
enthusiastically, rather than default or serve grudgingly, there seemed
to be some desire among NHSC administrators to adopt a broader goal for
these "acclimation" activities--that of actual education for shortage
area practice.

Numerous articles in the community health literature

seemed to demonstrate the necessity of special skills and training for
q7U

those that would serve the underserved.

One of them pointedly

declared:^
Since the NHSC will in the future recruit virtually all
of its personnel from among those who have received
scholarships, and both the NHSC and most of its future
physicians can therefore anticipate their future connection
for half a decade before actual service, it becomes possible
to intervene educationally while these physicians to the
underserved are still in training. We argue that such
intervention is essential, not only to keep morale high
and to provide an opportunity for the scholarship holders
to identify positively with the NHSC, but also to help
them acquire certain knowledge, skills, and sensitivity
that they would not otherwise have and which will be
necessary for success in their posts.
Several attempts were made at such truly educational interventions--a
resource center and guidebook were developed for scholarship recipients
on community health and shortage area practice issues, and curriculum
modules on adolescent pregnancy, alcoholism, child abuse and several
other topics were prepared for their use.

Finally, energy went into

trying to get authorization and funds to make the elective preceptorships
in NHSC sites a required summer training experience, but the funding
could never be obtained.

Efforts to make change on the institutional
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level at those schools having large numbers of scholarship recipients
were discussed a great deal, but it is unclear to what extent they
OQ

were ever initiated.
As the number of scholarship recipients completing medical school
and going either into deterrent status as a resident or into the field,
the coordination and effective implementation of the program became
more and more of a challenge.

As mentioned earlier, the NHSC Scholar¬

ship program was placed in the Health Resources Administration (HRA) in
Bethesda, Maryland along with the other health professions (student aid)
and manpower programs.

The HRA also had responsibility through the

Bureau of Health Manpower for designating the Health Manpower Shortage
Areas.

The NHSC field program, in contrast, was administered by the

Health Services Administration, with a central office in Rockville,
Maryland and ten regional offices through the country.

The direct

responsibility for selecting scholarship recipients or determining how
or if they would he prepared for underserved area practice then did not
really rest with the program in which they would eventually serve.

As

scholarship recipients began to move from one phase to the next, they
encountered increasing difficulty negotiating the system with respect to
the program.

If, for example, a third year medical student who had grown

used to dealing with the scholarship program wondered if he could nego¬
tiate a four year residency deferral, for due cause, he would be referred
to the NHSC program with whom he had no familiarity.

During the Carter

Administration there was increasing agreement about the logistical
problems, posed by the separation of the scholarship program from the
Corps as a whole.

Senator Warren Magnuson, who still continued to exert
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influence on NHSC operation, among others pushed to have them united
in one agency or the other, but the resolution of the situation did
not come until several years later.

40
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NHSC Scholarship Program Deceleration and Decline
While the outcome of the 1976 NHSC Congressional oversight hearings
could be characterized as a decisive movement forward in very specific
directions resulting from a clear consensus between the Administration
and Congress, the 1980 oversight process and eventual outcome could,
in contrast, be seen as a time of massive indecision, confusion and
lost opportunity.
Through 1980 the positive momentum within the NHSC scholarship pro¬
gram was evident.

Several of the old dilemmas concerning the program's

operation were finally being tackled, and creative yet reality-based
solutions were being sought.

Under Joseph Califano's leadership, the

Department of Health, Education and Welfare (DHEW) had adopted notably
expansionist policies concerning the NHSC scholarship program.

Using

the 1978 HMSA figures which, as mentioned previously, contained all or
part of more than one fourth of all U.S. counties, DHEW officials spent
a great deal of energy projecting the needs for the NHSC field program
through 1990.

And of course using these figures came estimated new

scholarship recipients needed to achieve these levels.

Projections of

need through 1987 hovered around 18,000 physicians.On this basis,
the accepted high-level Administration plan being the actual staffing of
the Corps to at least 15,000 to meet this forseen need in underserved
areas.

There was at that time little expectation among the adminis¬

tration leaders nor among Congressional health committee leaders that
the private sector would play any significant role in meeting the needs
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of the underserved.
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After Califano's departure, the response to

these estimates of needed Corps field strength

took on what Fitzhugh

Mullan has described as "a kind of A1ice-in-Wonderland quality--everybody thought the Corps was a great idea but nobody wanted to defend the
program or pay for it."

42

In preparation for the 1980 Congressional

hearings on the future of the NHSC, the new more budget-minded Depart¬
ment of Health and Human Services (DHHS) officials used the same data
projected through 1987 to estimate a needed Corps field strength of
8,000 by 1990.

48

They found a total need of 16,400 health personnel--

7,700 in rural areas, 5,200 in urban areas and 3,500 in institutional
settings--and now recommended targeting NHSC personnel only for those
areas with the greatest shortages or documented underservice.

With

this recommendation they proposed recruiting 9% of medical students
into the NHSC scholarship program to achieve the project level of
staffing.

This would have required a continued gradual increase in

scholarship recipients from tne 1980 levels.
Other changes were taking place as well.

The administrative re¬

organization being sought within some part of DHHS to unite the NHSC
and the NHSC scholarship program was finally achieved in 1980.

A

separate agency was formed within the Health Services Administration
that consisted only of the NHSC and NHSC scholarship program entitled
the Bureau of Health Personnel Development and Service.

Placed under

the leadership of Daniel Whiteside, DDS, former director of the Corps
in its formative years, it seemed that the Corps was now finally in a
position to reach its potential, although the placement of the agency
in the Health Services Administration rather than the Health Resources
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Administration under the more education-oriented Dr. Robert Graham was
seen as something of a lost opportunity by some.

44

Nonetheless, the "development" part of this new agency's mission
was taken very seriously, and work to broaden the NHSC's acclimation
activities began immediately.

A new preceptorship was developed for

scholarship recipients in residency training for the first time, enabling
obligated physicians a chance to familiarize themselves with shortage
area practice and possibly develop ties with an underserved community
closer to the time of service.

This program actually proved very dif¬

ficult to get running, but the eventual program run through the AMSA
Foundation (with whom the Corps had contracted to do all previous
Acclimation activities) was rated very highly in terms of educational
45
benefits by the resident participants. Some discussions also took place
about creating a special NHSC "education/preparation for practice"
newsletter for resident physician scholarship recipients,

44

similar to

the informational newsletters going to student obligees, but this never
had time to become operational.

In addition, student acclimation pro¬

grams were taking on a new dimension with the formation of a Scholarship
Recipients Council in late 1980.

Growing out of concerns about the

future direction of the NHSC and its activities affecting scholarship
recipients (among a self-selected group of student leaders) as well as
the Corps' interest in having a formal mechanism for student input, the
Council was considered a major achievement toward promoting better dia¬
logue between the Federal bureaucracy and the obligated health profes¬
sional students.

The Council took on the role of educator about the

possible fate of the Corps when the Reagan Administration took over in
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1981, and also conducted an excellent survey of scholarship recipients'
views, interests, and motivations, whose results we will refer to later
in this paper.

During this time Alan Noonan, M.D., director of the

NHSC scholarship program, emerged as a visible leader of the program
in addition to Fitzhugh Mullan, often coming out to national student
organizational meetings to answer students' questions about the program.
Yet, in spite of the momentum the program had achieved in 1980, it
was beginning to lose support in several important arenas.

Organized

medicine--the AMA and its federation of constituent state and county
medical societies--had through the years, been basically neutral toward
the NHSC.

Indeed, they paid it no heed.

They had other concerns.

Presumably, the Corps' provisions for requesting input from local
medical societies and its original emphasis on promoting the traditional
solo practitioner fee-for-service model had soothed any concerns they
had about its resemblance to socialized medicine.

In fact, in the 1976

hearings, then AMA president Dr. Malcolm Todd was quoted in the Committee
report as saying:
...to say we're eliminating the shortage of physicians
is playing with words.
It won't make any difference
if we do have 440,000 physicians in 1980 because they
won't be where we need them. Unless we can come up
with acceptable incentives for rural practice and inner
city practice we're going to have the same distribution
problem in 1980 that we do now.46
Due to growing concern within the AMA ranks about the new Corps
integrated model of service delivery that relied to a much greater extent
on community health centers and possibly, the establishment of long-term
salaried practice of medicine, as well as dissatisfaction with a new
Corps policy that required medical society input about the establishment
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of Corps sites but removed any requirement to use or heed such comments,
the AMA undertook a large scale evaluation of the NHSC in late 1980.
Based on their report's findings, the AMA concluded:^
.The NHSC, with its scholarship program and growing
field strength, is a very expensive way to provide
medical services (estimated at between $100,000 to
$115,000 per year of actual service).
.The NHSC is capable of staffing areas that are truly
underserved. Unfortunately there have been numerous
situations where the Corps has placed physicians in
inappropriate practice settings.
.As Corps field strength figures have increased there
has been a significant tendency to lower the need
threshold for designation of shortage areas in an
apparent effort to justify and assure placement of
expanding numbers of Corps personnel.
.Students frequently accept a NHSC scholarship to
further their education without considering the
future service obligation.
The report also included ten additional conclusions of similar tone,
reflecting a general lack of support for the program.

These sentiments

were expressed clearly in AMA testimony at the 1980 NHSC re-authorization
hearings.
Similarly, the Association of American Medical Colleges (AAMC)
usually a strong supporter of all legislation to assist with the fi¬
nancing of education in the health professions also changed their position
on the program stating:
The AAMC—a longstanding advocate of the NHSC as an
effective and socially desirable instrument to improve
the specialty and geographic distribution of physicians--has become progressively more concerned that
the costs of this program will drain large amounts of
funding from the increasingly scarce resources available
for other vital programs. There has become a growing
conviction that the NHSC has become an unnecessarily
expensive solution to the maldistribution problems in
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the Nation....Consonant with the view that the
Corps Service Program has grown too costly, the
AAMC believes that its feeder mechanism, the NHSC
scholarship program should be scaled down accordingly.
The "other vital programs" referred to by the AAMC were those they
considered essential to the survival and well-being of academic medical
centers--Federally subsidized student loan programs and funding of the
National Institutes of Health.
The American Medical Student Association, nonetheless, remained an
outspoken advocate for the program, both because of the program ob¬
jectives and its importance as a source of financial aid for medical
students, especially those of low income or minority backgrounds.

49

While Congress had many concerns about the NHSC and the NHSC scholar¬
ship program that were reviewed at the 1980-81 oversight hearings which
were, in many cases, in sharp contrast to legislative intent and expec¬
tations expressed just four years earlier, probably the most critical
were those raised about the make-up of the scholarship recipient group.
Committee members were surprised, even outraged when the learned that
many of the medical schools having the largest number of NHSC scholar¬
ship recipients are large private schools with unusually high tuitions
(Table 8).

One observer reports the following exchange between Repre¬

sentative Tim Lee Carter (R-Kentucky), a physician who had been in rural
practice in his home state prior to assuming elected office, in response
to this information.
"Why does Georgetown Medical School have the second
largest number of NHSC scholarship recipients in the
United States? Carter asked.
"Is there any particular
reason for that? Do you believe that these students
are most likely to go to rural areas?"
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TABLE 8

Medical and Osteopathic Schools
With the Most NHSC Scholarship Recipients
1973-74 Through 1978-79 School Years

Meharry Medical College School of Medicine,
Tennessee

298

Georgetown University School of Medicine,
District of Columbia

273

Kansas City College of Osteopathic Medicine,
Missouri

224

George Washington University School of Medicine,
District of Columbia

208

Howard University School of Medicine,
District of Columbia

193

Loma Linda University School of Medicine
California

193

Medical College of Thomas Jefferson University,
Pennsylvania

176

Tufts University School of Medicine,
Massachusetts

154

Philadelphia College of Osteopathic Medicine,
Pennsylvania

142

Temple University School of Medicine,
Pennsylvania

140

Source:

U.S. Department of Health, Education and Welfare, Training
Health Manpower for Underserved Areas 1973-79, A Report to
the People on the NHSC Scholarship Program, (1979) p. 5.
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An Administration spokesman responded, "When you have
an expensive tuition there is a tendency to use not
only the National Health Service Corps Scholarship
Program but also the VA program and the Department of
Defense.
I think you should expect that."
In addition to the suspicions that were fostered by the over¬
dependence of students from expensive schools on the NHSC scholarship
program, NHSC support was eroded further when one of the scholarship
recipients invited to testify at the hearing stated that he only took
the scholarship for the money and that it had created grave career
problems for him when he decided that he wanted to be a surgeon, not a
primary care doctor in an underserved area.

51

These comments about the nature of the scholarship recipients'
commitment to the program were particularly dismaying, because for those
Congressmen who felt strongly about the Corps' objectives, this was the
first intimation that its methods might be less than effective.

So

beyond giving program opponents "just one more argument," these concerns
actually began to turn the tide against the program.

As the reauthori¬

zation hearings continued into 1981, the arguments against the NHSC
scholarship program had multiplied as had its opponents, with a new
administration in power and the Congressional Committees under new
leadership.

What were once Congressional recommendations were now con¬

sidered program weaknesses.

The Urban Health Initiative and Rural Health

Initiative integrated strategy programs were commented on as follows:
While the Committee recognizes that the integration of
federal support serves well those communities which do
not have adequate financial resources, it discriminates
against other communities in HMSA's which have adequate
financial resources but cannot recruit health professionals.
This strategy also has the unintended effect of encouraging
public and private entities with adequate local resources
to seek federal financial assistance.

52
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Furthermore, many of the arguments had as their basis the recent
findings of the Graduate Medical Education National Advisory Committee
(GMENAC) projecting a surplus of physicians by 1990 as well as the
recent RAND Corporation study focusing on the observed effects of
"diffusion" on geographic distribution of U.S. physicians.

54

The

Senate Labor and Human Resources Committee, for example, summarized
their views about the continued need for the NHSC as follows:
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The National Health Service Corps has often been
looked upon as an educational tool rather than as
a health service program. As a consequence the
program has been planned and developed without
regard for the most notable fact of the health care
delivery system in the 1980's: that we will already
have by mid decade a substantial surplus of physicians
and that the resulting competitive forces are already
pushing doctors into areas where they have not pre¬
viously been available....the Committee is impressed
by the growing evidence, analytical and anecdotal
that increased physician supply is having the ex¬
pected "demand-supply model" result:
improved
geographic distribution..."
Indeed they went so far as to declare that the placement of NHSC physi¬
cians in local markets (where "demand-supply models" are at work) is
often a "destabilizing" factor.

Also criticized were the HMSA desig¬

nation process used by the NHSC, as one that was "not targeted toward
the most needy communities."

56

Finally, current Corps policy was charac¬

terized as no longer oriented toward permanently placing individuals in
underserved areas who will remain after their obligation is fulfilled,

57

which the Committee found to be a major weakness of the program.
Yet the sentiment was not all negative; just much less positive than
in past years.

There was however, general dismay about the cost of the

program to date per year of ultimate service gained in the field.

No
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matter how individual legislators felt about the continued need for
the program to insure that the underserved had access to health services,
they were still hesitant to spend more money on the program by placing
federally salaried health professionals in the field if there was any
way to avoid it.

Indeed, the House Budget Committee went to far as to

say, "if appropriations are not sufficient to bring all scholarship
recipients available for service into the NHSC, the Committee exDects
the Department to develop an equitable method of relieving some of them
of their service obligation."
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Well, such a method was never developed.

What did grow out of

these concerns, however, was legislative authority that effectively
"loosened" the rules governing the Private Practice Option, permitting
scholarship recipients to serve their obligation in non-priority (03
and 04) HMSA's.

It was hoped that this would make it so easy to find

a viable PPO site, that significant numbers of obligated physicians
would choose this option rather than be a federally salaried member of
the Corps in a priority (01 or 02) HMSA.

To encourage the Corps admini¬

stration to promote the desired effect, a 2,500 person budget cap was
put on the size of the federal salaried NHSC field strength.

In addition,

the Omnibus Reconciliation Act of 1981 (PL 97-35), in a major compromise
between the Republican-controlled Senate Committee and still Democraticcontrol led House Committee authorized appropriations for "such sums as
may be necessary" to support previous NHSC scholarship recipients and
550 new awards for the 1982, 1983, and 1984 fiscal years.

The only

other legislative outcome was a final symbolic gesture in the process of
uniting the NHSC and NHSC scholarship programs--sections within the

-77-

Public Health Act, creating the NHSC Scholarship Program were moved
from their original place in Article VII (Sections 751-756) to Article
III (Sections 338A to 338G) with the rest of the NHSC provisions.
The administrative staff at the Health Services Administration
quickly took on "a new look" after the passage of PL 97-35.

Fitzhugh

Mullan resigned due to obvious differences with the newly inaugurated
Administration.

Edward Martin, M.D., was removed from his leadership

post at the Bureau of Community Health Services, to a more peripheral
post in the Health Resources Administration.

Presumably the departure

of these two would make continuation of past Corps strategies that had
come under fire less likely.

Billy Sandlin, a non-physician career

Public Health Service administrator took over as "acting director" of
the Corps.

Although Mr. Sandlin had done very respectable work in his

years with the Migrant Health program, there was little likelihood that
the acting director of the NHSC in 1981 would have that opportunity.
Discussions with officials in DHHS with oversight for the Corps seemed
to reveal a strongly held conviction that the NHSC was spending money
to achieve what diffusion and market forces could do more efficiently.
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With this new administration in place and the continued existence
of the NHSC secured for three additional years by the passage of PL 97-35,
the functioning of the Corps went back to business as usual.

Unfor¬

tunately, the next several years proved to be fraught with budgetary
disappointments for the Corps that soon became the biggest focus of
attention on the part of scholarship recipients.

Because of the transi¬

tional problems prior to the re-authorization of the Corps, there had
never been any NHSC scholarships given out in the normal awards cycle
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in 1981-82 (because no money was ever authorized or appropriated in the
FY81 budget).

Instead, surprise scholarships were given out at the end

of the fiscal year to a limited number (162) former EFN scholarship
rqu

recipients.

Despite the authority for 550 new scholarships provided

for in PL 97-35, this occurrence in FY81 turned into a recurring pattern.
In FY82, despite offering NHSC scholarships to incoming students who
diligently submitted applications, no funds for new scholarships were
appropriated.

On September 29, however, a select group of approximately

150 second year students (also former EFN recipients) were again given
new scholarships.

In FY83, however, two additional budgetary cuts

occurred affecting those scholarship recipients already a part of the
program.

The monthly stipend for scholarship recipients which, ac¬

cording to the enabling legislation was to be approximately $570 for
the 1983-84 school year, was cut to $358 on the basis of the appropri¬
ation level.

This cut actually led to a major legislative scramble,

when legislators recognized that the stipend level for the Armed Forces
Health Professions Scholarships (which supplies physicians for all
three military services in much the same way that the Corps does for
underserved areas) was legislatively tied to that of the NHSC scholar¬
ships.

When the scramble ended, the two had successfully been un-1inked

and the military scholarship recipients had their stipends intact.

The

1983 Fiscal Year also brought a salary cut to previous scholarship
recipients now serving on the federal payroll in the NHSC field program.
The decision was made to terminate the Special Retention Pay to those
who had previously been scholarship recipients.

This pay had originally

been instituted (as discussed earlier) to make the pay of NHSC physicians

-79commensurate with what someone of their profession/specialty/experience
would receive in private practice.

Apparently those making the FY83

budget felt the term "Retention" had little applicability to scholar¬
ship recipients because of their service obligation.

This $9,000 cut

in pay brought the annual salary of a Board eligible specialty trained
physician down to approximately $29,000.

Finally, as expected, once

again no funds were appropriated for new scholarships in FY83, but
instead approximately 150 were given to former EFN recipients at the
end of the fiscal year.

According to administration officials, close

to 95% of these new scholarship recipients selected in FY81, FY82, FY83
were minority students.
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This is an outgrowth of their former status

as Exceptional Financial Need scholarship recipients (EFN); these
scholarships by their very nature are likely to be given to minorities.
The process of "matching" obligated scholarship recipients with
communities eligible for NHSC personnel assignment was successful in
placing more via the private practice option (PP0) in each succeeding
year.

Getting newly placed practitioners out in the field on PPO's,

and "converting" previously federally salaried NHSC personnel to the PP0
allowed the NHSC to significantly cut the number of personnel on the
federal payroll.

As can be seen from Table 9, from 1980-1983, despite

the substantial growth of the NHSC field program, actual federally
funded personnel dropped by more than 600.^

Although the exact per¬

centage of scholarship obligated physicians serving in PPO's in non¬
priority (03 and 04) HMSA's is not known, overall, of all PP0 practi¬
tioners in the field 31.4% are in non-priority HMSA's and the rest,
78.6% are in priority (01 and 02) HMSA's.^

A 1983 evaluation reviewed
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the experience with the PPO and the determinants of its continued
successful utilization.
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One of the factors cites as having a major

effect on whether NHSC expectations for the PPO are likely to continue
to be met in the future was the availability of less critical HMSA (03
and 04) sites for selection by PPO providers.
As the NHSC experienced these budgetary constraints on its ability
to carry out its original objectives, the program, for the most part,
appeared extremely confusing to scholarship recipients back in the med¬
ical schools and residency programs.

Medical student recipients con¬

tinued to get a quarterly acclimation newsletter from the NHSC that
helped to answer some of their questions about what was happening to
the NHSC and also served to give them facts to fight the stories they
heard about the program being cut and their scholarship assistance being
terminated.

In residency programs--the stage of medical training in

which scholarship recipients traditionally got no information from the
NHSC—the rumors were flying.

Most thought the program was dead, since

they had heard no new scholarships were being given out.

There was great

speculation about what would become of them—would the government let
them off the hook completely and turn their scholarships into low interest
loans?

Student leaders in the American Medical Student Association found

that they often were barraged with questions in hospital corridors about
the NHSC from confused and worried residents.

By 1982, however, the word

was out that the NHSC was not letting people out of their obligations,
but instead letting them set up private practices "almost anywhere they
1iked."
As scholarship recipients completed the 1982-83 school year, however,
policies and directions at the NHSC changed once again.

The unification
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of the NHSC and NHSC scholarship program into their separate own
agency--the Bureau of Health Personnel Development and Service--was not
to last long.

It was dismantled in mid-1982 to make way for a new major

reorganization within the Public Health Service.

The Health Resources

Administration and the Health Services Administration were united into
the Health Resources and Services Administration under long time HRA
deputy director Robert Graham, M.D.

The NHSC and the NHSC scholarship

program were together placed along with several other service oriented
health programs--in an agency called the Bureau of Health Care Delivery and
Assistance, that in many ways resembled the old Bureau of Community
Health Services.

Given that likeness, and history's tendency to repeat

itself, Edward Martin, M.D., was brought in within a matter of months
to head this new Bureau with oversight for the NHSC.

As mentioned

earlier, many of those concerned about the issues of preparation/education
for underserved area practice had hoped for many years to see the Corps
under Dr. Graham's leadership.

And, few had any doubts about Dr. Martin's

strong personal and professional commitment to the service mission of
the NHSC.

Nonetheless, this potentially beneficial reorganization un¬

fortunately coincided with what evolved into the most stressful and
confusing time for scholarship recipients in the history of the program.
The budgetary constraints of the new fiscal year--the stipend cut for
students and the salary cut for field personnel--were being implemented
with the start of the 1983-84 school year.

For reasons that remain un¬

clear, all acclimation programs for students and residents, except the
student preceptorship experience were suddenly terminated, also at the
start of the 1983-84 academic year.

Finally, and probably most surprising
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to those scholarship recipients who heard the program was "dead"--the
NHSC re-adopted a placement policy for those becoming eligible to serve
in the 1983-84 cycle that targeted the neediest shortage areas.
More resident physicians, obligated by their participation in the
NHSC scholarship program, would become eligible for placement in 1983-84
than ever before.

Few of them had heard anything official from the NHSC

since they completed medical school, three to four years earlier.

What

they did know, however, was they had very little chance of successfully
getting out of their obligation unless the NHSC chose to let them out.
Whereas, over 40% of their predecessors under the old law that allowed
"buy-out" by simple repayment of assistance received at low-interest,
had breached their service contract, this new group had to face a triple
pay-back penalty if they tried to opt out of their service obligation.
The "new" placement policy that was to be used to assign these eligible
residents, as explained by Dr. Martin, was simple enough--its aim was to
get NHSC doctors to those needy communities that are priority HMSA's
that are eligible.

Indeed, according to Dr. Martin, some 01 HMSA's that

had been designated and eligible for personnel assignment for over six
years, never received a physician, because no one had been directive
about sending scholarship recipients to places they might find less than
attractive.
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The obstacles that stood in the way of a priority placement at this
stage in the program--the cap on the number of Federal employees, legis¬
lative authority allowing selection of PPO sites in non-priority HMSA's-were quickly circumvented.

In the FY83 budget process HRSA officials

won two victories that made such placements a reasonable possibility

-84-

again.

First, an additional $15 million was appropriated for the

Community Health Centers budget, through passage of the "Jobs Bill,"
a maneuver that would allow previously federally salaried NHSC personnel
to now be paid directly by the Community Health Centers through addi¬
tional grant funds for salaries added to their budget.

Second, a brief

statement was slipped into the FY83 appropriations bill that basically
said, "Congress never intended to imply that obligated personnel could
set up a PPO in any HMSA they liked, rather they meant to say that the
Secretary (of DHHS) could now send them anywhere he/she chose under the
Private Practice Option (PPO)."

The only major obstacle that remained

to specifying that all new placements go to priority HMSA's was that
HMSA redesignation was under way, and as a result some sites that were
priority sites for placements in 1983 might end up being de-designated
by 1984.
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This obstacle was not overcome, it was just accepted that

people may need to be reassigned if problems due to non-priority HMSA
assignment came up.

Finally, the new placement policy utilized a state

allocation process based on need, a totally new endeavor for the Corps.
Through 1983, the NHSC had negotiated contracting relationships with
more than twenty interested states, for the purpose of helping with
activities on the state level such as site development, needs assessment,
recruitment, and placement.

These relationships were to be an aid in

the process of fairly allocating new NHSC placements to states based on
the number of HMSA's within their boundaries.

Table 10 gives the break¬

down of Health Manpower Shortage Areas and physician need by state and
urban/rural category.

Unfortunately, it does not give a sense of which

areas are priority versus non-priority HMSA's.

However, since priority
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HMSA designation requires a physician to population ratio greater than
c7

or equal to 4,000 to 1,

it may be inferred that more priority HMSA's

are located in rural areas than urban areas.
When added to all the other new developments within the Corps that
had reached obligated resident physicians "through the grapevine" only,
this new placement policy proved to be too much for scholarship recipients
to sit back and allow to happen to them.

Different people had different

understandings of the effect of this new placement policy, and different
people encountered a spectrum of problems with it--both real and perceived--but the end result was tremendous evidence of frustration, anger
and dissatisfaction among the resident physician group.

Numerous tele¬

phone calls were received in the AMSA office (which many associated with
scholarship recipient advocacy because of past "acclimation" contracts)
from residents who were feeling deceived, let-down, confused and wanting
to do something.

Out of this energy grew two false starts and finally

a successful effort within the ranks of obligated physicians and medical
students to organize the NHSC scholarship recipients.

An organization

called the Association of NHSC Scholarship Recipients (ANSR) was incorporated in Fall 1983 to "resist the changes in Corps policy."
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The

residents and students who came together to form the group varied from
being extremely committed to the ideals of the Corps and feeling it was
in grave distress, to having primarily self-interest at heart, hoping to
avoid any need to alter their plans for the NHSC.

Many of their concerns

center around the issue of whether urban HMSA's will be unfairly neglected
in the implementation of the current placement policy--an issue that
other groups as well, such as the National Association of Minority Medical
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TABLE 10
NUMBER OF DESIGNATED PRIMARY CARE MANPOWER SHORTAGE AREAS (URBAN AND RURAL), POPU¬
LATION AND PRACTITIONERS NEEDED. BY REGION AND STATE
[As of Dec. 31, 1979|

Total
areas

Urban
areas

Rural
areas

Total
population
of areas

Total
physicians
needed

United States.

1,710

484

1,226

37,597,626

11, 336

Region I...

83

51

32

1,803,801

563

Connecticut.
Maine.
Massachusetts...
New Hampshire.
Rhode Island.
Vermont.

17
14
32
4
7
9

16
0
29
0
6
0

1
14
3
4
1
9

450,838
106,761
1,020,414
32,818
133,618
59,352

147
34
310
12
42
18

Region II.

122

61

61

4,810,791

1,432

New Jersey.
New York.
Puerto Rico.
Virgin Islands.

21
83
16
2

18
43
0
0

3
40
16
2

622,326
3,593,625
555, 140
39, 700

148
1, 069
199
16

Region III.

192

50

142

3,630,429

1,159

Delaware.
District of Columbia.
Maryland.
Pennsylvania.
Virginia.
West Virginia.

4
1
25
64
47
51

2
1
14
22
4
7

2
0
11
42
43
44

56, 357
219, 121
503,454
1, 153, 111
880,968
817 , 418

17
106
148
353
265
270

Region IV.

401

77

324

8,655,554

2,500

Alabama.
Florida.
Georgia.
Kentucky.
Mississippi.
North Carolina.
South Carolina.
Tennessee.

56
35
71
62
51
52
30
44

13
12
16
5
7
10
6
8

43
23
55
57
44
42
24
36

1,236,588
978,259
1,148,905
925,649
1, 128, 128
1,456,397
931,625
850,003

386
293
337
274
322
365
301
222

Region V.

217

34

133

Illinois...
Indiana.
Michigan...
Minnesota.
Ohio.
Wisconsin.

55
32
18
34
34

26
10
19
6
17
6

29
22
25
12
17
28

Region VI.

181

50

131

38
28
9
31
75

6
7
0
9
28

32
21
9
22
47

138

15

41
21
46
30

2
5
7
1

Arkansas.
Louisiana...
New Mexico.
Oklahoma.....
Texas...
Region VII.
lows..
Kansas...
Missouri..
Nebraska..

a

2, 353, 110

655

526,950
203, 765
1, 352, 117
270, 278

152
56
369
78

967, 340

311

133

7
0
0
0
2
0

24
18
28
47
5
11

Region IX...

141

70

American Samoa..
Arizona.
California.
Guam.
Hawaii.
Nevada.
Trust territory.
Northern Mariana Islands

2
19
87
0
l
27
4
i

0
4
52
0
0
14
0
0

93

17

Source:

0
1
6
10

1, 176

39
16
39
29

9

15
15
32
31

4, 012, 139

123

31
18
28
47
7
11

Alaska.
Idaho....
Oregon.
Washington.

661
261
462
58
412
137

159
238
21
223
535

142

Region X.

1, 991

303
514
974
504
196
386

2, 160,
356,
1, 402.
182.
1, 473,
593,

063
387
926
778
485

Colorado..
Montana.
North Dakota.
South Dakota.
Utah.
Wyoming.

Region VIII.

5, 673, 977

528,
634,
57,
796,
1, 994,

518
693
197
789
015
128

68
36
61
95
23
28

71

3, 474, 865

1, 084

2
15
35
0
1
13
4
i

30, 625
409, 412
2. 712, 533
0
3, 320
171, 438
70. 103
16,934

9
125
352
0
2
65
28
3

76

1,215, 620

465

15
14
26
21

100, 426
116, 932
320, 391
677,371

37
36
111
281

237,
101,
179,
271,
67,
110,

Health Professions Training and Distribution
Act of 1980, U.S. Senate Report Mo. 95-936,
p. 46-47.
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Educators, have

raised.

In addition they believe the Corps is now

planning to ask many obligated physicians to do things the contracts
signed before 1980 won't allow.

What has been the Corps administrators'

reaction to this organizing effort?

For the most part it has been con¬

ciliatory, although Drs. Graham and Martin do say that they already
have had the Justice Department look into the viability of their case
if residents do decide to file suite against the NHSC on the basis of
any of the contract violation issues that ANSR has raised.

Dr. Martin,

himself a past leader in years of turmoil of an organization of physiciansin-training, says, on the whole, he is "encouraged" by the formation of
ANSR.

His belief in the political process, he says, makes him confident

that it will be an educational process rather than a negative, destructive
one.

69
In the midst of all of this turmoil the NHSC has gotten a new Director.

On November 1, 1983 Billy Sandlin was replaced by Kenneth Moritsugu, M.D.,
formerly Director of the Division of Medicine in the Bureau of Health
Professions (HRSA).

Dr. Moritsugu says he brings a tremendous background

in medical education with him to his new post and plans to introduce a
concern for physician development into the Corps once again.^

It is not

apparent how Dr. Moritsugu and his interests fit into all of this.
Whether the Corps will grow, flourish or even be influenced by his leader¬
ship is only one small part of a much larger question regarding the Corps'
future direction and the political forces, personalities, and constiuencies
that will shape it in the years to come.

Bills have been introduced in

the House of Representatives and the Senate in the past month that would
authorize the NHSC and its scholarship program's future.

While the outcome
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cannot yet be predicted, it is likely that this upcoming re-authorization
process, like the previous ones, will be a time of major re-orientation
and re-direction of the course of the NHSC and the NHSC Scholarship pro¬
grams.
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NHSC SCHOLARSHIP PROGRAM:
RETROSPECTIVE REVIEW OF PROGRAM ACCOMPLISHMENTS

A great many issues for discussion and commentary suggest them¬
selves from the forgoing historical review of the NHSC scholarship
program.
evolution

Clearly, this has been a program characterized by rapid
of objectives and a constantly changing agenda; a program

very much shaped by the political climate of the day, changing federal
budgetary priorities, a complex federal bureaucracy and several very
strong personalities.
The NHSC scholarship program has obviously evolved and moved in
new directions in concert with the NHSC program as a whole and, for
the most part, been shaped by the same forces which molded the Corps
generally, as can be seen in the forgoing historical review.

One

might then argue that NHSC scholarship programs accomplishments can
only be viewed in light of those of the NHSC generally.

Several studies

have indeed done just that--and while their purpose was to review and/or
evaluate the Corps they did reflect a good deal on the implications and
effect of its scholarship component.
all a necessity.

12 3
’ 5

Yet, this approach is not at

The essence of the NHSC scholarship program as been an

investment of up to $50,000 of funds and some additional amount of
associated administrative costs (exact value unknown) into the future of
each of a select group of health professional students, to secure high
quality medical service from them in underserved areas seven to eight
years later.

Any attempt to look at the accomplishments of the NHSC

scholarship program, for this reason, need only focus on several

98

-

-

interrelated critical questions:
1)

What did this investment yield?

2)

What did it have the potential of yielding?

3)

What were the obstacles that prevented the program
from meeting its potential in these areas?
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Chapter 7

Financing Medical Education for Disadvantaged Students

The National Health Service Corps Scholarship Program has provided
one or more years (in most cases two to three) of full educational
support to more than 11,800 medical and osteopathic students, from 1973
to the present time.

5

Totally between these years, the program has

given out close to $447.0 million in scholarship awards to health pro¬
fessions students, of which at least $391.5 million has gone to medical
and osteopathic students.^

While as was pointed out numerous times,

neither providing financial aid to medical students, nor expanding
educational opportunity for the disadvantaged was one of the NHSC
Scholarship Program's objectives, there is evidence that it accomplished
a great deal in these areas, nonetheless.

And, ironically, it seems

that the program may have been most effective and accomplished more in
these areas than in others that were actual stated objectives.
There have been many anecdotal stories about students' willingness
to take the NHSC scholarship as a form of financial aid with little or
no consideration of the service obligation involved and, just as little
interest in serving the underserved.
cation here.

That is not meant to be the impli¬

Rather, the argument here is that the NHSC scholarship

program served as an important source of financial aid to needy medical
students who were interested in and willing to serve the underserved.
In fact, a discussion of student participation in service contingent
aid programs by Lee'7 several years ago, actually asserts that it should
be expected that both components--financial need and some interest in

100

-

-

the relevant career choice--will be present in most students who accept
O

such scholarship support.

Specifically, he asserts.

Scholarships with strings increase the financial rate of
return to a designated career choice.
Such scholarships
will naturally be quite attractive to students who would
have made that choice in any event.
How attractive a
scholarship with strings will seem to other students
will depend on the following factors:
-their degree of commitment to alternative career
options
-the size of the scholarship
-the terms of the scholarship's obligation
-their access to other sources of funds, including
earnings and loans
-the money costs of medical education
The interaction of career interests with the other factors (such as
relative neediness) can be demonstrated by considering that one rarely
finds students who have applied to both the NHSC scholarship program and
the Armed Forces Health Professions Scholarship Program (which has
basically the same size award, but very different ultimate careers)
except from a very few schools where tuition is extremely high.

In those

students' situation, the last factor Lee mentions, "the money costs of
medical education," becomes the overriding consideration.

Findings about

NHSC scholarship recipients are, in fact, consistent with these expec¬
tations.

In responding to the 1981 survey of scholarship recipients

done by the Scholarship Recipients Council, 89.9% reported that need for
financial assistance played a great part in their acceptance of NHSC
support, while 75.2% reported that interest in primary care delivery to
the underserved played a great role in their acceptance of NHSC support
(an additional
decision).

15.1% said this interest played a moderate role in their

Of note, considerably more of the Black and Hispanic students--
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35.5% and 85.6% respectively compared to 72.3% of white students-reported interest in primary care delivery to the underserved as a
great influence in their decision.
Another measure of the importance of NHSC scholarships as a mech¬
anism for financing medical education is the portion of total funds for
this purpose that it represented.

The NHSC scholarship program has

been significant in this regard as well, representing from 31%-40% of
all scholarships to medical students given in academic years 1977-78
through 1980-81, and representing one-eighth of financial aid from all
sources given to medical students in those years.

g

Table 11 illustrates

the major role that the NHSC scholarship played in its two largest award
cycles 1979-80 and 1980-81.
Finally, it does appear that the NHSC scholarship program aided
those students who were relatively more needy than the average medical
student.

While no studies have been done comparing the actual family

income of NHSC scholarship recipients to that of the medical student
group overall, several characteristics of the scholarship recipients
that were known can be used as a proxy for neediness.

In the 1981 study,

the Characteristics of Medical Students in the NHSC Scholarship Program,
1973-1980, it was found that overall, the number of NHSC scholarship
recipients with fathers employed as physicians, other health professionals,
owners, managers or administrators was lower than that for medical stu¬
dents' fathers on the whole.

Conversely, the proportion of scholarship

recipients' fathers who were employed as clerical or sales workers,
craftsmen, skilled workers, unskilled workers, farmers, and non-medical
professional workers was higher than the proportions for the total
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medical student group.10

-

Also significant, is the high percentage of

minority medical students whose education was financed by the NHSC
scholarship program.

For example in 1980-81 22.0% of scholarship re¬

cipients were Black and 9.9% were Hispanic.11

Looked at from another

perspective, in academic year 1980-81, 29% of all Black medical students
had their education financed by the NHSC, while 17% of all Hispanic
students were NHSC scholarship recipients.

12

Minority status in this

country can often be used accurately as a proxy for neediness.

However,

Table 12 has been included to show more reliably the class differentials
between minority and majority medical students.

Clearly the minority

group exhibits more relative neediness.
The last proxy for relative neediness we will examine is cost of
medical education.

Simply stated, medical students attending a medical

school with X cost per year would, as a group, be relatively needier if
the cost were instead 2X per year.

Statistics have shown that more NHSC

scholarship recipients are students at private medical schools than
public medical schools.
(see Table 13).

Private schools tend to be much more expensive

For example,of NHSC recipients in 1979-80, 59% were

attending private schools and 41% were attending public schools (this
contrasts with the national distribution of medical schools in that
same year, which was 40% private and 60% public).

But even more

specifically, it has been shown that the number of scholarship recipients
at a given medical school increases steadily as the tuition level goes
up.1^

Table 14 reflects this trend while Table 13 shows that on the

average, NHSC support is paying for students going to the more expensive
medical schools where even moderate income students may be severely

104

-

-

■O
"O
e

a.
0

re

&
<

o.E

oj
j=

100

184

14

25

49

27

100

440

46

10

90

21

32

143
O'

«—T

PT

O
OQ rsj

—

CM*"

r-

sO rr
— <—

49

100

34

17

O

SO
rr m

rr 0
CM O

O' rr

sOe =-

o
u
o
<

O

£,
<

—

os

O
30

0
"5.

,18

£
c
re

a

oc
r~- ^
—

0

E

0
km
a
0.
re
DC
Os

fu
JO.

0
0

tt

DO rr

rr

Os

to
a>

O
Os 0
cm' —
CM

f—
c
c
C/5

100

899

89

10

25

<
<0
D£)

E

c.
<

—»

100

E

12

©
o
jz

249

re
u

19

<

2,132

O

C
415

C3
23

<

31

a
a

0

223

s ^

0

_>£

31

E
5/

282

TD
a/

C
es
o

re
_o
“6
2

00

0
j<

n
O'

—

”

O

rr

0
rr

rr

SO

00

trs

43

r*“>
OO rr

O
O.
<D
u

,25

re
Q
£
0)

5 2
rl

Os
Os O
rr ^
rr ”

O
-C
C/5

<

Q

re0
E
D.
<

£
o
Q
c

<u
E
0u

c

*re

Os

sn —

sO —
Os rr

O O'
rf rr

OO

z

Os
Os
©s

<s>
(/)
£

Os'

u. u.

cm

O u“ £

E
u. u.

E

re
Q.

^ = 5 c. = t ^ -S O
Z Q. O Z QT Z C-

rr

bO

5 8

OO “
<^J

0

0s
0s

<d

rr

<&

c c V =
=
Q r0/
c 0 g £ 8 O C O

° M
c

8 2

CD

C/5
I.JS =
C. c 0
W t u
SJ
l- ^ 0
0 Z Cl.

z

u.
£

c

E

S

Per

Q)

CM

Total
Nu

C

ource:

QJ
JC

in

CL

O
CO
Z'
0/

E

o
(Q
V)

S
E
re
km
re

sc
0
CD

.3

13
O

ss
<

0

Ui
O
O
CO
Os

r-

O

46

17

34

rr

,45

“3
E.
c/
u
0
<

c- O
rr rr

29

sO —
cm cm

826

TABLE 12

7

c
re
0
“5.
Q.
<

,40

EE

<

8

a
re c
re
0J "O

91

55

O
rr 0
CM —

re
«
0.
0/
0
<

m

c
CD
"O
3

WT) 0
CM —

O O

"Datagram: Parental Incone of 19S1 First
Year Hedical School Applicants and Accepted
Students," Journal of Medical Education
(October 1903) o. 830.

a
3
O

re
o
CQ
£C
5*
«q

49

89

re

“5.
a
<

rr rr
DO r-s

36

86

e C
re g
»< QJ
sl
•<

m

£

c
0

re

re

D.
<u
0
<
i/5
c

m

a
u
c
£

5
0

E
0.

642

e©

ru —

0.
<

37

'£

E

161

S
O)
>

©£)
re

&

re
u

£

Q
o

Os O
Os O

</>
c

14

if)

C re
o 5:
a- i
a
.0

ST
—

sO sO
~~ —

sO MO
cm cm

39

«

cm cm
rr rr

c
re
Q
E
G.
re
&
O
£
Z'
c
0
C/5
O

DO
.E
“O
3
3
0

0
<0

3
“3
1
"re

*35

O

O
5C

0

3

*

c
re

E

oo

-105TABLE 13

Average Cost of Medical Education Compared
wi th NHSC Scholarship Award
1979-80

1980-81

1981-82

Public Medical Schools
Average Total Cost:
Instate Residents

$7,091

$7,923

$8,806

Public Medical Schools
Average Total Cost:
Out of State Residents

$8,994

$9,897

$11,480

$11,825

$14,102

$15,819

$11,984

$12,994

$14,465

Private Medical Schools
Average Total Costs:

NHSC Scholarship
Average Total Value
of Award:

Source:

Third, Fourth and Fifth Annual Reports to Congress on the NHSC
Scholarship Program and "81st-83rd Annual Reports on Medical
Education in the U.S.," Journal of the American Medical
Association.
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TABLE 14
1978-9 Medical School Tuition and Predicted NHSC Scholarship Recipients

Source:

Tuition

Number NHSC Scholars

$1,500

18

$3,500

34

$5,500

51

$7,500

67

$9,500

83

Robert H. Lee and Cathy Carlson, Working Paper: The Effects of
Reducing Federal Aid to Undergraduate Medical Education, Urban
Institute, 1981.

-Un¬

restricted in their ability to afford the steep costs.
to note two important facts about this trend.

It is important

First, the applicant

trend parallels the recipient rend exactly--that is, the more costly
a medical school, the larger the number of enrolled students applying
for NHSC support.

15

Presumably, if these students from costly schools

were any less dedicated to underserved area practice, the selection
process (which is designed to measure and predict such dedication)
would screen them out.

Second, there is reason to believe that students

attending such expensive schools who are forced to take out large sums
of loans may have their career options limited and be less able to
pursue career interests in the lower paying primary care fields.

15

Receiving an NHSC scholarship, it would seem, allows students from those
schools with an interest in primary care to pursue their goal free from
financial disincentives, indeed actually with encouragement.
While there is apparently nothing wrong with linking the financing
of medical education for relatively needy students with medical care to
residents of underserved areas, any use of the NHSC scholarship solely
as financial aid is a misuse of the program and should be discouraged.
The potential of this occuring is reflected in the high percentage of
scholars under the "old law" (in which scholars only had to pay back the
amount of scholarship assistance received if they defaulted) that failed
to serve.

Of those students 41% of all those given scholarships breached

their contract (failed to serve).

In contrast, under the "new law"

requiring triple payback for failure to serve, only 17% of those eligible
to serve are now in default.17

It may be that with this new penalty in

place the NHSC scholarship program will be able to effectively balance
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its ability to provide needed scholarship funds to disadvantaged
medical students with the ultimate provision of health personnel to
underserved communities.
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Chapter 8

Providing Physicians for Underserved Communities

The historical overview of the NHSC scholarship program provides
evidence that the specific objectives of its parent program, the Na¬
tional Health Service Corps, underwent considerable evolution in the
years between its establishment and the present time.

Indeed, an

evaluation by Rosenblatt and Moscovice documented this rapid evolution
of objectives by constructing a chronological list of stated goals
based on a review of the NHSC administrative documents and published
literature.

1 ft

Their findings, which examined the years through 1979,

are presented in Table 15.

Throughout the program's history there has

remained, nonetheless, a single unifying NHSC goal that can best be
summarized as:

The deployment of physicians to serve communities whose

supply of physicians has been inadeguate; and the retention on a long¬
term basis of the physicians in those settings.

The commonly accepted

objective of the NHSC scholarship program has been to supply appropriately
trained physicians to the NHSC who will collectively serve as the NHSC
manpower pool.

This chapter will, therefore, examine the NHSC scholarship

program's implied overall objective of supplying appropriately trained
physicians to underserved areas, who ultimately stay to serve in the area
on a long-term basis.

To maximize clarity in this process, the commentary

will be divided into five sections:
-Are NHSC scholars appropriately trained for the service they will
provide?
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TABLE 15

Evolution of the Major Program Objectives of NHSC
Period"

Objectives

1970-1974

Improve the delivery of health services in HMSAs.
Assign federal health providers to HMSAs to remedy access
problems created by poor distribution of physicians.
Develop independent medical practices that will persist in
HMSAs after withdrawal of federal support.
Retain medical providers in underserved areas after they have
completed NHSC service.

1975-1976

Integrate NHSC providers into existing and new rural and
urban grant programs in undeserved areas.
Develop integrate^ systems of health care in underserved
areas.
Encourage the provision of preventive and promotive health
services in underserved areas and throughout the United
States.
Develop cost-effective models of primary health care delivery
within federal programs.

1977-1979

Increase the number of available NHSC assignees by provid¬
ing scholarships to students in the health professions.
Develop a manpower pool to ensure adequate staffing of
BCHS programs.
Create a national cadre of health professionals to assist diverse
federal goals.
Provide an alternative to the private practice of medicine in
underserved areas.

"The temporal scale is approximate and represents the years in which the indicated
cluster of objectives became generally accepted.

Source: Roger A. Rosenblatt and Ira floscovice, "The
National Health Service Corps:
Rapid Growth
and Uncertain Future," Mi 11 bank Memorial Fund
Quarterly, 58, (1980) p. 290.
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-Do NHSC scholars truly go and provide the expected service in
shortage areas?
-Are NHSC scholars utilized where they are needed most?
-Do NHSC scholars stay in the shortage area settings?
-What proportion of the total need in shortage areas has been met
using NHSC scholars?
1)

Are NHSC scholars appropriately trained for the service they will
provide?

One of the largest contributions that the NHSC scholarship program has
made to the NHSC field program is the infusion of large numbers of board
eligible residency trained primary care physicians.

Prior to the scholar¬

ship program feeder mechanism, most NHSC physicians were internshiptrained "general medical officers".

By allowing scholarship recipients

to pursue residency training, but functionally limiting them to training
in the primary care specialties, the scholarship program has succeeded
in producing a better trained group of generalists that can be sent to
underserved areas.

More than 85% of the scholarship recipients becoming

eligible to serve this year have been trained in family practice, internal
medicine, or pediatrics.

19

The small number electing to serve after only

one year of training now are for the most part, scholarship recipients
who want to pursue training in an unapproved specialty (e.g. surgery,
dermatology) after they complete their obligated service in the NHSC.
NHSC officials report that this highly trained group of physicians pro¬
duced by the scholarship program has significantly improved the quality
of care the NHSC field has been able to provide in recent years.

20

Nevertheless, there have still been problems with the matching of this
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primary care specialty mix with the needs in the field.

Of those

eligible to serve, among the specialty trained physicians, almost
equal numbers are pediatricians, internists and family physicians.
Most rural underserved communities and a growing number of urban under¬
served communities request family physicians.

This problem has in the

past resulted in some physicians being asked to take on responsibilities
that were outside their scope of training.

21

Currently the specialty

mix of scholarship recipients ends up being one determinant of which
communities get assignees.

There has, however, been virtually no

attempt to impact on the specialty choices of scholarship recipients,
either through voluntary or mandatory means, to remedy this problem.
This response to the specialty mix problem (that is, the willingness of
the NHSC to accept and deal with whatever comes out at the end of the
pipeline, rather than help this end product) is just one reflection of the
general approach to the education of scholarship recipients that prevailed
within the NHSC.
There never was any clear consensus among NHSC officials about the
role that the NHSC should play in the education of scholarship recipients.
Should the academic interests of the scholarship recipients and the
priorities of their medical schools be the main determinants of the
training received by scholars prior to serving, or should the Corps pro¬
mote or require supplemental educational experiences relevant to shortage
area practice?

Some past NHSC administrators like Fitzhugh Mull an felt

that there was a role for required "basic training" for underserved area
practice, but most did not.

The prevailing sentiment among the majority

of key NHSC administrators was that appropriate education for shortage
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area practice could only occur if the NHSC could somehow change the
medical schools the NHSC scholars were attending.

22

Short of this,

according to Edward Martin, M.D., there was no way to prepare "those
scholarship recipients from Scarsdale" for the kind of medicine they
would be practicing in underserved areas.

23

So as a result of these

prevailing views about "special education" for NHSC scholars, a very
laissez-faire attitude was adopted:
-no NHSC based courses or clinical experience were ever required
of scholarship recipients
-no school based courses or clinical experiences were ever re¬
quired for scholarship recipients
-no recommendations were given to scholarship recipients about
courses they ought to take in medical school to best prepare
them for their service commitment
-no recommendations were ever made to scholarship recipients
entering residency about the type of program (e.g. community
hospital, rural setting, certain philosophy?) they should select
-no directiveness about NHSC scholars' residency choices (limiting
to only certain types of programs, or limiting the numbers that can
go into certain specialties)
-no required rotations (residency based or NHSC based) were ever
established for NHSC scholars in residency
What was established was a variety of "acclimation" programs, mentioned
earlier, that varied from preceptorships to national conferences for
scholarship recipients, which retained as one part of their purpose the
education of participants.

These programs were, however, elective
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experiences and only had the capacity to accomodate a relatively limited
proportion of all scholarship recipients.

For example, the NHSC stu-

dent preceptorship program placed 1,210 students between 1979 and 1984.

24

This means that at most (assuming no "repeaters") 15% of the scholarship
recipients in school during these years participated.

Moreover, less

than one fourth of the scholars responding to the Scholarship Recipient
Council's survey had ever participated in a regional NHSC Scholarship
conference.^
No data has been gathered on the appropriateness of scholars'
training for their ultimate placement in the NHSC.
the speculation of some observers,

So it remains only

26 27
5
that the NHSC's "hands-off"

attitude toward the educational process will result in lower quality of
care to patients in the HMSA's being served.

Nonetheless, other programs

which have combined support to students for eventual service have in most
cases included relevant supplemental training as a component of the pro¬
gram.

Federal examples include the Reserve Officers' Training Corp (ROTC)

and the Armed Forces Health Professions Scholarship program.

In the

latter, which is in many ways analogous to the NHSC scholarship program,
students are required to undergo basic training and introduction to
military medicine on a military base during the course of medical
dental) school.

(or

There are many anecdotal accounts of NHSC scholars who,

for example, train in pediatrics at a major tertiary care children's
hospital and never learn to treat an ear infection or diarrhea during
their training, and then are placed on a small community as the only pedi¬
atrician.

The extent to which problems exist in the NHSC field program

because of inappropriate training, and the extent to which such problems
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could have been circumvented by some intervention during these physi¬
cians' training has not been documented.

However, given the opportunity

that the 7-8 year pipeline presents for supplemental training, it would
appear that this is an important area for further research.
2)

Do the NHSC scholars truly go and perform the expected service in
shortage areas?

One of the most critical issues regarding the success of the NHSC scholar¬
ship program is its effectiveness in supplying manpower to the NHSC field
program.

Most of the statistics relevant to this discussion were pre¬

sented earlier.

These data reflecting NHSC defaults (breach of contract)

are summarized in Table 17.

Listed in Table 16 are the reported reasons

for default for those NHSC scholars who had breached their contract prior
to April 1978.
date.

No such current statistics exist for all defaulters to

These data on default reflect a very poor record of service pay¬

back on the part of scholarship recipients in the early years of the
program.

The 59% follow-through on service during those years is lower

than has been observed in most of the state contingent aid programs.

28

The triple payback penalty imposed by PL 94-484 seems to be effectively
discouraging default in those scholarship recipients coming out more
recently.

Of those 2,272 either completely or partially affected by

the new law, only 350 or 15% have defaulted.

It is too early to be

sure of the size of the impact of this change in penalty, but it cer¬
tainly appears to be favorable.

It is hard to predict how these data

on "new law" defaulters will evolve when these scholars have been out
of training longer.

Also, most of these hybrid and new law scholars

have become eligible for service in the two placement cycles--1982 and
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TABLE 16

Summary of Medical Default Cases as of
April, 1978
PUS Scholarship Program
Reason for Default

Number of Defaults

Personal or Family Problem1
Deferment Unacceptable
Assignment Unacceptable
Program Policies Unacceptable
Change in Career Goals
Other
Unknown

2!
27
10
12
15
14
34

Sub-Total
Withdrew from Medical School
Dismissed from Medical School
Grand Total

133
20
23
176

Source: U.S.. Department o! Health. Education and Welfare. Health Resources
Administration. Bureau of Health Manpower, unpublished data
Note: 'Includes 12 waivers for personal hardship or disability

Source:

Jack Hadley, ed., Medical Education Financinci:
Policy Analysis and Options for the_
1980's (New York! Prodist, 1980) p. ^ob.
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TABLE 17

Number and Percent of Breach of Contract by Law
NHSC Scholarship Program

All graduates (total)

9,957

A11 1aws
Number eligible to serve

5,592

Number who have defaulted

1,702

BOC rate

30%

Old Contract (PL 92-585)
Number eligible to serve

3,320

Number who have defaulted

1,352

BOC rate

40%

New Contract--Triple Payback (PL 94-484)
Number eligible to serve

957

Number who have defaulted

160

BOC rate

17%

Hybrid Contracts
Number eligible to serve
Number who have defaulted
BOC rate

Source:

NHSC Unpublished Data.

1,315
190
14%
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1983--when placement policies were relaxed (i.e. more people being sent
to 03 and 04 HMSA's) and more attractive.

The 1984 placement cycle

will become a good measure how effective a default disincentive the
triple payback penalty is.

Currently, the Association of NHSC Scholar¬

ship Recipients (ANSR) reports that they have received hundreds of
calls and letters from NHSC scholars who have encountered problems with
the NHSC that they view as insurmountable, who are planning to go into
default rather than honor their service commitments.

29

The various factors that have contributed to or are in some way
responsible for the high (30% overall) default rate seen in the NHSC
scholarship program are of two types--those problems that are inherent
to a scholarship-for-service program of this type, and those problems
that are directly related to the specific characteristics of the NHSC
program.

In the former category are all the liabilities associated

with a program that has a long "pipeline".

No matter how honorable

their intentions, some students may have difficulty accurately predicting
their career interests 7-8 years into the future.

Some students who

honestly felt they wanted to practice primary care medicine in an under¬
served area when they accepted the NHSC scholarship, may find out in
medical school when they actually are exposed to different opportunities
in medicine that they love orthopedic surgery, basic research or some
other NHSC "unapproved" field.

With an easy mechanism for buyout (as

the Corps scholarship program had at first), many such students are
likely to go this route, rather than fulfill their service obligation.
Over and above changes in career direction, some scholarship recipients
may find that they have family situations that are incompatible with
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NHSC Service.

This could range from a spouse dependent on urban or

industrial settings for employment (e.g. corporate lawyer or chemical
engineer), a sick parent with ties to a particular locale, or a child
that needs special education that is only available in a limited number
of areas.

How the Corps handles these considerations, which are of

importance to the scholar, often determines whether such individuals
default or not.

Like the scholars with the change in career orientation,

many of these obligees did not realize (or intend) that anything would
prevent them from serving in the NHSC when they first took the scholarship.
Many characteristics of the NHSC scholarship program may have con¬
tributed to the high rate of default.

The selection process for NHSC

scholars was not very rigorous, and so did not optimize the program's
likelihood of accepting individuals who had prior experiences (work/
volunteer/academic), personal characteristies and background that would
indicate a true commitment to primary care and shortage area practice.
Although the multiple choice computerized application utilized in the
selection process had questions that touched on these areas, the format
had obvious limitations in its ability to measure human potential and
discern intentions.

No essay questions were used as part of the appli¬

cation after 1974, and neither interviews nor letters of recommendation
were ever used in the selection process.

In addition, the NHSC scholar¬

ship program was accepting such a large proportion of its applicants in
its growth years of the late 70's until 1981, there was little oppor¬
tunity for screening out the unsuitable applicants, even if it were
possible.

For example, in 1977-78 when there were 2,259 applicants,

1,594 were accepted, and the next year when there were 2,946 applicants.
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there were 2,390 accepted.

-

(See Tables 5 and 7).

The quality of the ongoing contact between scholarship recipients
and the NHSC may also contribute to a scholar's decision to serve or
to buy-out.

While a given scholarship recipient may have a sincere

interest in underserved area practice when entering medical school,
this interest may be lost to the sub-specialty pressures of the medical
school environment, if it is not reinforced on a regular basis.

The

NHSC may lose such scholarship recipients because little was done to
maintain their identification (e.g. communication about NHSC program
activities, exposure to role models in shortage area practice) with the
Corps.

In fact, the NHSC has done very little over the years to communi¬

cate with NHSC scholars in residency training.

Often a resident may get

little more than a deferment form to sign from the Corps in the course of
an entire year.

This dramatic drop off in communication makes it easier

for the resident to put the obligation to the Corps out of his or her
mind and, if the bond between program and practitioner is never re¬
established, to eventually default.
3)

Are NHSC scholars utilized where they are needed most?

The reason that maximum utility of scholars is an important consider¬
ation is the wide spectrum of areas that are designated as health
manpower shortage areas.

While all, of course, demonstrate a relative

shortage of physicians and other health personnel, the severity of this
supply problem and the type of incentives that would be necessary to
get a physician to the area vary widely.

For example, some of the non¬

priority (03 and 04) sites may only need to advertise to draw a willing
physician (unassociated with the NHSC) to set up a private practice.
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At the other end of the spectrum are some of the priority (01 and 02)
sites that are poor, isolated and culturally desolate (by most physi¬
cians' standards).

Such areas would probably have trouble drawing

anyone but an obligated physician, and since the economic base of the
community would probably be unable to support a private practice, a
salary would be required as well as possibly funding from outside the
community for a clinic and ancillary support (site development).

So

given that the scholarship recipients are a limited resource, and that
each of them is available for service primarily because of a major in¬
vestment of Federal funds, it is appropriate that they be targeted to
those areas that cannot draw a physician through any other means.
Several structural characteristies have been built into the NHSC
program which do, indeed, maximize its potential for getting its physi¬
cians into the neediest areas.

They include:

-the ability to provide a salary to the physicians that are sent
into shortage areas.
-the development of a priority designation system for identifying
HMSA's, making assignment by priority a simpler task.
-the availability of scholarship recipients that are obiigated to
serve (presumably wherever the Corps decides to send them).
-grant and loan authorities (under NHSC and CHC PHS Act provisions)
for assisting communities with site development.
The NHSC undoubtedly has the power to be more directive to scholarship
recipients about where they must serve out their obligation than they
would with volunteers who can opt out of the program if they are not
given a satisfactory placement.

When this capability is combined with
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the other strengths of the NHSC favoring priority area placement, the
program's potential for success in this area appears quite good.
Table 18 presents 1983 and 1984 data on NHSC personnel location by
HMSA priority designation and by urban/rural breakdown.

Unfortunately,

these statistics do not differentiate between scholarship and non¬
scholarship personnel--data on the specifics of NHSC scholar location
are not compiled.

Since relatively few volunteer personnel have been

hired by the Corps in recent years (and turnover is relatively high),
these overall NHSC data can be used as a rough estimate of NHSC scholar
location in the field.

The data show that, of Federally salaried per¬

sonnel, 87% were in priority HMSA's in 1983, and 90% are currently in
priority HMSA's.

30

Of those in private practice or private placements

(salary paid by agency other than the Corps; e.g. state health depart¬
ment, city hospital, community health center), 77% were in priority
areas in 1983 and 1984 (currently).
seem to be utilized

While the Federally salaried staff

nearly maximally in priority areas, the private

practice strategy appears to significantly decrease the percentage of
NHSC scholars that are utilized in the neediest areas.

It would seem

that such a strategy would be appropriate only as priority areas become
more and more scarce.
Overall statistics on the current needs in HMSA's show that there
are 2,094 designated HMSA's across the country, and that in addition to
the NHSC physicians now on duty, an additional 3,967 primary care physicians are needed to fully staff them.

32 33
’

Unfortunately, statistics do

not appear to be available on this part of this need that continues to
exist in priority HMSA areas.

However, since well over 60% of all HMSA's
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TABLE 18

Distribution of NHSC Field Strength

1983
Actual

1984
Current Est.

1985
Estimate

PPO/PP Assignments
In rural areas
In urban areas
In 01-02 HMSA's
In 03-04 HMSA's

744
669

1,027
911

1,289
1,144

1,039
324

1,492
446

1,873
560

868

1,100

1,400

695
757

500
522

650
500

1,263
189

920
102

1,035
115

739

600

650

Sites staffed
Federal Assignments
In rural areas
in urban areas
In 01-02 HMSA's
In 03-04 HMSA's
Sites staffed
Number of People Served
By Federal physicians
By PPO/PP physicians
Total people served

1,200,000
1,080,000
2,280,000

930,000
1,630,000
2,560,000

770,000
2,180,000
2,950,000

Combined Field Strengths
Federal assignees
PP0 assignees
PP assignees

1,452
1,101
312

1,022
1,151
787

1,150
1,216
1,217

Total Field Strength

2,865

2,960

3,583

Source:

NHSC Unpublished Data.
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are priority HMSA's, there is good statistical reason to believe that
much of the needs in these priority areas continues to be unmet.

Indeed,

Dr. Edward Martin has stated that many priority areas have in the past
been repeatedly passed over for NHSC personnel assignment.

This has

occurred for two reasons 1) because scholarship recipients have consist¬
ently found those particular areas unattractive or undesirable and chosen
other (possibly also priority) areas instead, and 2) the lack of site
development activities in many of the neediest areas has made it necessary
to pass over them for physician assignment repeatedly, despite the avail¬
ability of scholarship recipients that could be sent to serve them.
Looking more closely at the former problem--that physicians pass over
some areas while others are seen as more desirable, we find that tradi¬
tionally, the West Coast and the Northeast are the most sought after
locations by NHSC assianees.

35

Conversely, a 1981 study shows that

indeed, there are some common demographic characteristies of the rural
NHSC sites that have repeatedly failed in their efforts to draw NHSC
physicians.

36

Such areas were found to be generally much poorer, have

populations with lower educational attainment, have larger numbers of
elderly community members, higher infant mortality, fewer physicians
per capita, and more often located in the Southeast.

It was discussed

in the historical overview that NHSC scholars saw that the NHSC was
meeting the needs of a diverse spectrum of communities, leading them to
believe they could be placed in communities to which they had a natural
tie of some sort (ethnic, geographic, etc.).

Yet, the above demographic

factors associated with non-selection, combined with the fact that 42%
of all scholarship recipients come from eight states (California,

-125-

Illinois, Maryland, Massachusetts, Michigan, New Jersey, New York and
Virginia),

37

begin to suggest that the careful "matching of site and

scholar that many have come to expect may not go very far in meeting
the needs of all priority areas.

Indeed, a recent study of shortage

areas revealed marked regional variations, with residents of the South
more likely than residents of other regions to be residing in shortage
areas.

38

In addition, residents of shortage areas to tend to be poorer

than the general population, and one third of all residents of shortage
areas are non-white.

38

The latter problem of inadequate site development in priority areas
is very unfortunate, but appears to be related to the larger issue of
financial resource availability within the NHSC.

As can be seen in

Table 19, while the field strength of the Corps grew substantially
between 1981 and 1985 (based on number of scholars beginning service),
the budget appropriations have remained relatively constant (and will
be cut drastically in FY85, if the President's budget is approved). What
this reflects is a poor fit between the resources (manpower) being pro¬
duced by the NHSC scholarship program, and the ability/capacity of the
NHSC field program to absorb and utilize this manpower.

To most effec¬

tively utilize this prior investment in scholarships, the NHSC would
have needed to expand the budget for health personnel salaries and to
employ the program grant and loan authorities to facilitate site devel¬
opment in the priority areas that most need physicians (capacity
building).

This did not happen.

In fact, fewer personnel will be

salaried by the Corps in 1985 than in 1978, and the granting authority
of the NHSC has never been utilized to assist a community with site
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development.

39

It can therefore be concluded that the budgetary

austerity that has dominated the program since 1981 has not only im¬
pacted on the program's current operations, but also on the effective
yield on the investment of past years (in large numbers of scholarships).
4)

Do NHSC scholars remain in shortage area settings?

Among the earliest and most enduring objectives of the National Health
Service Corps is provider retention in shortage areas.

This component

of the NHSC strategy has been viewed by Congress and NHSC officials
alike as the key to truly eliminating Health Manpower Shortage Areas.
Originally, the role that the NHSC would play was seen as something of
a "marriage bureau" for physicians and communities—the Federal government
would pay the physician's salary during the "honeymoon period" while the
physician was establishing his or her practice and developing ties to
the community, and when that process was completed the provider would
establish an independent private practice that would serve the community
for many years to come.

The theory behind this long-term retention

scenario was, of course, similar to the rural preceptorship model--that
once exposed to isolated underserved areas, physicians would be much
more likely to locate their practices in such communities.
Many of the programmatic strategies of the NHSC have been directed
toward optimizing retention.

For example, the placement process has

often relied heavily on matching characteristics of provider and commu¬
nity (as well as taking into account their preferences).

And, after

early NHSC experience demonstrated that physicians serving prior to
completing residency training were unlikely to remain, a greater emphasis
was put on recruiting physicians at the end of their training.

These
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efforts did result in major improvement in short term retention for the
NHSC (defined as voluntary extension of tours of duty within the NHSC
and termination of service to establish private practice in the shortage
area), which had reached 48% by 1978.^

A study was completed in

December 1982 which provided a more reliable measure of the type of
long-term retention in shortage areas that the Corps had hoped to promote
This study had looked at the percentage of NHSC alumni who were still
located in a shortage area when they were contacted several years after
their original NHSC service.

Of those providers serving in the Corps

between 1972 and 1981, 24% were still in shortage areas at the time of
inquiry and 66% of those were located in priority HMSA's.

42

Although

there is no data available on the comparable percentage of all physicians
located in underserved areas, there is reason to suspect that it is
significantly lower.
Such data provides a valuable baseline on retention of all NHSC pro¬
viders to which it would be useful to compare data on NHSC scholar
retention beyond obligated service.

Unfortunately, no data have been

gathered on scholarship recipients' tendency to remain in shortage area
communities, and no studies on overall retention have separated out the
retention patterns of scholarship and non-scholarship NHSC providers.
Such data are critical to any assessment of NHSC scholarship program
impact on health care in underserved areas.

Does scholarship obligation

have an impact on how NHSC service is viewed, making it more likely that
the provider will quickly "move on" after his or her required 2-4 years
of service?

Anecdotal reports from clinic (NHSC sites) administrators

in some locations suggest that this may be the case,
further research remains.

43

but the need for

41

-129Numerous reports from assignees in the field (scholarship obligated)
and NHSC scholars in residency suggest that there may be several emerging
trends that may serve as major detterents to retention.

43a

These problems,

judging from the many letters received in response to the ANSR national
mailing, appear to be relatively widespread and quite serious in their
effect on the collective morale of scholarship recipients.

These reports

reflect a fairly high level of frustration with the NHSC, and for the
most part, center around several critical issues:
-Dissatisfaction with piacement--for reasons ranging from separation
from spouse, to lack of ethnic/regional affinity toward assigned
site.
-Problems with placement--problems with establishing PPO's in
assigned area (sometimes bankruptcy), having to move because
private placement money dried up, antagonism from local medical
societies, problems of racism or sexism from community, and being
(supposedly) assigned to communities that don't exist.
-Problems with NHSC administration--these include reports ranging
from having to wait several months before decisions are made con¬
cerning seemingly simple issues; decisions that appear to have been
made reversed (i.e., on placement and deferrals), people are placed
in default without an investigation of problem (i.e., form for de¬
ferral went to wrong address) and simple rudeness and insensitivity
toward personal and family matters during telephone encounters.
-Dissatisfaction with what are perceived as current Corps policies-i.e., beliefs that the NHSC no longer cares about urban underserved
areas or poor people.
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These reports do not necessarily reflect substantiated facts about
"what really happened" between the NHSC and scholarship recipients: nor
do they always represent valid "problems".

Nonetheless, these reports

are important because the dissatisfaction reflected by these reports
will ultimately affect retention of NHSC scholars in underserved areas
after they complete their obligation.
care during obligated service as well.

Possibly it will affect patient
The lack of communication from

the Corps about its evolving role and the changing needs in the field
as well as the previously mentioned problems has clearly played a part
in the development of this.

The fact that many scholarship recipients

encounter a very complex NHSC administrative bureaucracy--consisting
of the NHSC central office, the NHSC scholarship central office, NHSC
regional offices, NHSC state contractors, local communities, "acclimation"
contractors--these misunderstandings may also be a result of mixed
messages, general confusion and lack of any direction in "how to nego¬
tiate" the NHSC maze.

Finally, as was mentioned earlier, expectations of

scholarship recipients about Corps service were based on the images they
were presented in the late 1970's (since they have rarely heard from the
Corps in a substantive fashion more recently).

However, this did not just

include assumptions about where they would serve--it was much more.

The

expectation was that they were becoming a part of a medical "Peace Corps"
as it were, that would have a sense of pride and purpose.

Mose scholar¬

ship recipients no longer have a sense of the purpose of the Corps, so
pride in their work has been lost.

Many NHSC scholars believed that the

Corps' special mission went hand-in-hand with a special respect and
sensitivity toward the personal development of its own personnel.

So
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that placement procedures that were viewed as acceptable in the mili¬
tary were, if adopted by the NHSC, viewed as part of a larger scale
"selling out" on important principles of health and activism.
that to the extent

that

It appears

the Corps by its current practices causes

widespread negative responses by NHSC scholars to its current practices,
it may have problems with enthusiastic service in the field and observe
decreasing retention.

The nature of NHSC scholar dissatisfaction needs

to be investigated further.

In addition, the probable impact of such

problems on the future of the NHSC should be examined and if merited,
creative solutions developed.
5)

What proportion of total need in shortage areas has been met using
NHSC scholars?

Currently, the NHSC scholarship program can be characterized by:
-the small number of new scholarships being given out.
-the large proportion of all scholarship recipients still in
training.
-the potential of the NHSC using the scholarship recipients who
became available to effectively meet all the projected needs on
HMSA's through 1990.
The status of the 13,383 NHSC scholarship recipients (all disciplines)
for all years, as of January 1982 was:^
8,221 (61%) were still in training--(Professional school or
deferral for internship and residency)
2,028 (15%) were currently in Health Manpower Shortage Areas
fulfilling service obligations
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1,169 ( 9%) had completed their service obligations
1,965 (15%) had breached their contract (some of these were
repaying or had completed repayment of financial
charges)
Since that time, approximately 300 new scholarships have been given out
and 1,244 more scholars have completed training and begun service in
shortage areas (including the Indian Health Service).

45

So from this data it can be surmised that more than 4,400 NHSC
scholarship recipients have served in Health Manpower Shortage Areas,
while over 2,000 are involved in the provision of health care in shortage
areas today.

While the magnitude of these figures is significant, it

is difficult to draw any conclusions about the proportion of need in
underserved areas they have met.

As noted earlier, our database on

the service of NHSC scholars is incomplete.

However, the frequent

changing estimates of the total need in HMSA's also make it difficult
to measure the impact of the NHSC scholars' contributions.

For example,

in 1978 there were 1,800 designated HMSA's, in 1979 the number rose to
2,800, while the most current listings (1982) also include 1,094 HMSA's.
HRSA officials are currently in the midst of reevaluating all current
HMSA's which is expected to result in another readjustment in the total
number of designated HMSA's.

Recently, however, NHSC officials have

stated that even current listings of designated HMSA's are virtually
useless as estimates of the true need in shortage areas across the
country.

They assert that the need is actually much less, and better

reflected by the Placement Opportunity List prepared by Dr. Martin for
those scholars in the 1983-84 placement cycle.

Thus, a retrospective
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look at the collective impact on the health care of underserved commu¬
nities is inhibited by a lack of data and changing estimates of need
that span the time of service.

A prospective examination of the ability

of NHSC scholars to meet current and projected needs may prove more
fruitful.
Table 20 provides output projections of NHSC scholarship recipients
as of 1982.

The expected output in 1989 and 1990 is now somewhat higher

due to 300 additional scholarships given to second and third year students
since this chart was constructed.

The most sophisticated projection of

needs in shortage areas during this same time period is contained in a
report by Howard Stampler and the staff of the Bureau of Health Profes¬
sions

Office of Data Analysis, entitled. Diffusion and the Changing

Geographical Distribution of Primary Care Physicians.

47

This report

builds on the findings of three recent reports by the RAND Corporation
which document a change in the physician supply in certain areas that
appear to be consistent with movement from areas of higher density to
those of lower density.

48 49 50
’
’

The RAND studies contributed a good

deal of evidence that would indicate that diffusion of the physicians
from highly saturated areas to areas of previous undersupply may be
occuring at our current high levels of physician aggregate supply.

The

Bureau of Health Professions study provides some indication of what
effect this observed "geographic diffusion" may have on the size of the
current need in Health Manpower Shortage Areas.

The model developed

for this purpose, projected changes in current need over time in areas
with population to physician ratios of greater than 3,500 to 1 (equivalent
to HMSA 01, 02, and 03 by population to physician ratio).

Table 21
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TABLE 20

Output Projections, 1982-1990

Of the 8,273 scholarship recipients still in training, an estimated
8,177 are expected to begin their service obligation periods during
the years 1982 through 1989, as noted in the table below, based upon
estimates by the Scholarship Program prepared in October 1981.

This

estimate assumes no new additions to the pipeline of Scholarship
recipients and takes into account an attrition factor which assumes
that some recipients will fail to enter their service obligations.

Total

Physicians

Dentists

Others

Year
1982

1,303

915

230

158

1983

1,258

1,003

162

93

1984

1,474

1,369

67

38

1985

1,912

1,901

4

7

1986

1,261

1,261

--

--

1987

836

836

--

--

1988

120

120

--

--

1989

13

13

--

--

1990

--

--

--

--

Source:

Fifth Annual Report to the Congress on the NHSC Scholarship
Program and "The National Health Service Corps Scholarship
Program--A Reference Guide for Students of Medicine and
Osteopathy".
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presents the predictions based on their model through 1994.

Assuming

a two to three year period of service for most NHSC scholars, it appears
that the NHSC scholar output is fairly well suited to meet this current
need through 1990 or 1991.

Looking at the projected scholarship output

for the current year (1984) and the following year (1985), it appears
that all needs could be potentially filled by 1985, with new scholars
only needed to fill open positions caused by turnover
service obligation or termination).

(completion of

Currently however, the NHSC expects

that it will have real problems identifying placements to absorb all
the scholars coming out in 1985.

51

The placement cycles in 1984-86 are

seen as producing a "glut" of scholarship recipients eligible to serve.
Yet, the available evidence does seem to indicate that the need in
shortage areas is sufficient to utilize the scholars; the capacity of
the NHSC to effectively utilize the scholars to meet those needs, how¬
ever, is not.

There is little evidence that the issues of site development

or NHSC capacity were considered when such large numbers of scholarship
recipients were recruited in 1977-80.

In 1984, those are critical issues

that the NHSC must face if they are to avoid squandering the investment
the NHSC scholars represent when even by conservative estimates, they
are needed in shortage areas to provide health care.
SUMMARY
The NHSC scholarship program has clearly contributed to the availa¬
bility of health care in underserved areas since its first recipients
began service in 1976 to the present.

Whether the size of this con¬

tribution actually reflects a cost effective benefit given the level
of funds invested deserves investigation when an adequate database
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TABLE 21
Number of Wholly or Partly Designated Counties Having a
Population -to-Primary Care Physician Ratio Greater than
3500-to-l and Number <pf Primary Care P hy s i c i a n s Needed
to Reduce the Ratio in these Whole or Part Counties
to 3500-to-l, 1982-1994

Year

Number of Wholly or Partly
Designated Counties Having a
Population-to-Primary Care
Physician Ratio Greater than
3500-to -i

y

1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994

i /

Total

Nonmet

Met

1,501
1,446
1 ,373
1,311
1 ,228
1 ,165
1 ,095
1 ,013
976
936
883
854
810

1 ,126
1 ,082
1,033
985
922
865
816
750
723
695
651
631
598

375
364
340
326
306
300
279
263^
253
241
232
223
212

Number of Primary Care
Physicians Needed to
Reduce the Ratio in Whole
and Part Counties to
3500-to-l . 2/

Total

5,076
4,883
4,696
4,525
4,330
4,114
.•3,907
3,719
3,581
3,455
3,352
3,272
3,204

Nonmet

2,098
2,018
1,942
1 ,859
1,760
1 ,642
1,542
1,424
1 ,371
1 ,319
1,256
1 ,209
1,148

' Met

2,979
2,865
2,754
2,666
2,570
2,472
2,365
2,295
2,210
2,135
2,096
2,063
2,056

Counties identified in the county-level projection as having overall
ratios greater than 3500-to-l are combined with counties identified in
the subcounty projection as containing designated portions having a
population-to-physician ratio above 3500-to-l.
Projected numbers of physicians needed in wholly-designated counties
to reduce their ratios to the 3500-to-l level combined with projected
numbers of physicians needed in designated portions of partly
designated counties to reduce their ratios to the same level.

Source:

u#s. Dept, of HHS, Diffusion and the Changinn
Geographic Distribution of Primary Care
Physicians, p. 52.
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on the scholarship program has been gathered.

Much more data is needed

if the program's impact is ever to be fully evaluated or program struc¬
ture re-assessed.
Finally, it appears that some portion of the NHSC scholarship pro¬
gram's effectiveness, to date, has been undermined by:
-Administrative complexities
-Changing and/or inappropriate budgetary priorities
-Scholarship recipient attitudes regarding obligations
-Lack of communication between NHSC and scholars
-NHSC scholar selection process; and possibly
-Lack of emphasis on training appropriate to shortage area settings.
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Chapter 9

Conclusion

Studies written as early as 1971 and as recently as 1982, have
questioned the effectiveness of service contingent aid programs in
supplying needed health personnel to truly underserved communities.

12 3 4
5 ’ ’

The program characteristics that most often limited program effective¬
ness identified by these studies included:
-Students often use aid and then "buy out" rather than fulfilling
service obligation
-No primary care requirement, so providers with inappropriate
training are sent to some shortage areas
-Scholarship so small that year for year service commitment seems
unfair to students (again leading to buy out)
-Neither salary not site provided by program making it difficult
to go to some areas
-Great deal of flexibility allowed to recipient in choosing
placement (needy areas rarely prioritized).
-Rarely any administrative staff of its own or service program
identity
Policy makers who shaped the NHSC scholarship program seem to have care¬
fully incorporated lessons learned from these earlier criticisms of the
state service contingent aid programs.

By 1976, the NHSC had structured

a scholarship program that minimized almost all of the major problems
that had plagued that state programs.
included:

These program characteristics
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-High penalty for breach of contract
-Provision of a sal ary for providers
-Large scholarship award (covering total cost of education)
-Designated HMSA's (with priority areas identified)
-Residency training allowed only for primary care fields
-Large administrative staff to take care of program
-Placement policy that allowed some flexibility but with ultimate
control resting with the NHSC.
Yet none of these carefully designed program features changed the basic
premise of this and all service contingent aid programs--that by paying
for a health professional's schooling you can make that person practice
good medicine enthusiastically and devotedly in an isolated area and
possibly stay in that setting on a long term basis.

Certainly, the

NHSC scholarship program's failure to yield consistently positive results
in this regard may be due in part to internal problems specific to the
NHSC scholarship program, including the complexities of the administrative
bureaucracy, changing budgetary priorities and insufficient communication
with scholarship recipients.

Nonetheless, it appears that the "scholar¬

ship for service" strategy may have certain fundamental flaws that limit
program success no matter how costly the investment or how optimal the
program structure.

These fundamental flaws are:

1. Pipeline years--difficulty encountered by students accurately
trying to predict career and lifestyle interests 7-8 years
ahead
2.

Needs assessment--difficulty predicting the magnitude and types
of needs in underserved areas 7-8 years ahead
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3.

"Obligated Attitude" of scholarship recipients,--they are
there to pay off an obligation and move on

4.

Limited evidence regarding the importance of financial
incentives versus other incentives in determining physician
1ocation

5.

Unclear basic theory of program--Is the program meant to draw
on those who have a basic interest in underserved areas to
start with or those who would have never considered going to
such areas.

If it is the former, how much of a net gain for

underserved areas is the program actually yielding, how many
free educations is it providing to those who would have gone
without the program?
These "flaws" are most damaging to this distribution strategy's ability
to accurately target resources to needs, and to retain providers in
shortage areas on a long term basis.

Moreover, the inability to pro¬

ject the character of needs in underserved areas also makes it difficult
to avoid disappointing scholarship recipients who emerge from the pipe¬
line 7-8 years later, which again
the end of obligated service.

makes it difficult to retain them at

The conclusion to be drawn here is not

necessarily that a program can never be optimally effective, rather that
the fundamental link between scholarship payment and service cannot alone
have all the desired effects.

While many future physicians can be con¬

vinced to alter their personal career plans for a limited amount of time,
there is little evidence to support that money alone can convince a
physician to alter his or her long-term career plans.

Almost all the

previously discussed evidence on physician location theory supports the
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need to provide educational and professional incentives to alter long
term location choices.

Scholarship and non-scholarship Corps personnel

alike, would be more likely to stay in their Corps settings if:
-They had received their residency training in NHSC residencies
-If some of the professional isolation could be eliminated
-If there were identifiable modes of professional development and
advancement even in those areas that "can't support a physician."
There is much evidence to suggest that creative experiments with new
educational linkages, professional linkages and practice settings in
the NHSC could slow down the revolving-door of providers and, thereby,
benefit communities greatly in the coming years.

Undoubtedly, such

initiatives are costly, but providing the same communities with scholar¬
ship supported NHSC physicians, time and time again may well be just as
costly.
The current expanded supply of physicians makes the options for
drawing physicians to underserved areas much broader than they were in
1972, when the establishment of a service contingent scholarship program
was the only viable recruitment tool for the National Health Service Corps.
Certainly the efforts to recruit colunteers between 1973 and 1975
demonstrated that a powerful incentive was needed at that time.

Today,

as the manpower needs of the NHSC decline and the physician supply
continues to grow, the scholarship mechanism should probably be viewed
as just one of a number of mechanisms the NHSC may want to employ to
recruit and retain personnel in the 1990's.
While there is no reason to predict that the larger aggregate supply
of physicians will make individual providers desperate for jobs, it i_s
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likely that they will grow increasingly more flexible about job settings,
responsibilities and degree of independence.

The NHSC may find in these

years that volunteers are not difficult to attract to the program.

The

attractiveness of the program could be further enhanced by providing
post-degree professional training (such as a special fellowship in
community health leadership), an attractive salary and opportunities for
advancement.

It would also seem that the Corps could, with good public

relations and by offering such wel1-regarded professional benefits,
become a prestigious service to be a part of.

The scholarship program

could and should remain the dependable mechanism for obtaining obligated
manpower for unattractive, hard-to-fill sites.

As the cost of medical

education continues to escalate, students will remain very responsive
to this incentive for short-term placements in shortage areas.

As the

effects of diffusion are observed in communities across the country, it
may be possible in the next few years to identify the "hard core under¬
served" communities that physicians continue to avoid.

The scholarship

pipeline can then be restocked (possibly with primarily third and fourth
year students) with an adequate number of health professional students
to respond to the current needs in these areas.

Such a combination of

scholarship obligated and carefully trained and selected volunteer
personnel should enable the NHSC to most effectively meet the diverse,
but limited, needs in underserved areas within the United States in
the coming 10-15 years.
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PUBLIC HEALTH SERVICE ACT
*****

TITLE III—GENERAL POWERS AND DUTIES OF PUBLIC
. HEALTH SERVICE

*****
Past D—Primary Health Care
*****
Subpart II—National Health Service Corps Program
NATIONAL HEALTH SERVICE CORPS

Sec. 331. £254d{J (a) There is established, within the Service, the
National Health Service Corps (hereinafter in this subpart referred
to as the ‘‘Corps”) which[Q) shall consist of such officers of the Reg¬
ular and Reserve Corps of the Service and such civilian personnel
as the Secretary may designate (such officers and personnel herein¬
after in this subpart referred to as “Corps members”)J
(1) shall consist of—
(A) such officers of the Regular and Reserve Corps of the
Service as the Secretary may designate,
(B) such civilian employees of the United States as the Secre¬
tary may appoint, and
(C) such other individuals who are not employees of the
United States,
(such officers, employees, and individuals hereinafter in this sub¬
part referred to as ‘Corps members ’), and (2) shall
be utilized by the Secretary to improve the delivery of health serv¬
ices in health manpower shortage areas as denned in section
332(a).
_______
may
(b) The Secretary [shall] conduct at schools of medicine, osteopathy, dentistry, and, as appropriate, nursing and other schools of
the health professions and at entities which train allied health per¬
sonnel, recruiting programs for the Corps and the Scholarship Program.
(c) The Secretary' may reimburse applicants for positions in the
Corps (including individuals considering entering into a written agree¬
ment pursuant to section 3380
for actual and reasonable expenses incurred in traveling to
and from their places of residence to a health manpower shortage
area (designated under section 332) in which they may be assigned
for the purpose of evaluating such area with regard to being as¬
signed in such area. The Secretary shall not reimburse an appli¬
cant for more than one such trip.
(dXl) The Secretary may, under regulations promulgated by the
Secretary, adjust the monthly pay of each member of the Corps
(other than a member described in subsection (aXlXO)

may

who is directly engaged in the delivery of health services in a
health manpower shortage area as follows:
(A) During the first 36 months in which such a member is so
engaged in the delivery of health services, his monthly pay
-{shall]be increased by an amount (not to exceed S1,000) which
when added to the member’s monthly pay and allowances will
provide a monthly income competitive with the average

AS AMENDED BY PL 97-35, AUGUST 13, 1981
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monthly income from a practice of an individual who is a
member of the profession of the Corps member, who has equiv¬
alent training, and who has been in practice for a period equiv¬
alent to the period during which the Corps member has been
in practice.
(B) During the period beginning upon the expiration of the
36 months referred to in subparagraph (A) and ending with the
month in which the member’s monthly pay and allowances are
equal to or exceed the monthly income he received for the last
of such 36 months, the memberfshall?receive in addition to his
monthly pay and allowances an amount which when added to
such monthly pay and allowances equals the monthly income
he received for such last month.
(C) For each month in which a member is directly engaged
in the delivery- of health services in a health manpower short¬
age area in accordance with an agreement with the Secretary
entered into under section 741(fXlXC), under which the Secre¬
tary is obligated to make payments in accordance with section
741(0(2), the amount of any monthly increase under subpara¬
graph (A) or (B) with respect ,-to such member shall be de¬
creased by an amount equal to one-twelfth of the amount
which the Secretary is obligated to pay upon the completion of
the year of practice in which such month occurs.
For purposes of subparagraphs (A) and (B), the term “monthly
pay” includes special pay received under chapter 5 of title 37 of the
United States Code.
(2) In the case of a member of the Corps who is directly engaged
in the delivery of health services in a health manpower shortage
area in accordance with a service obligation incurred under the
Scholarship Program, the adjustment in pay authorized by para¬
graph (1) may be made for such a member only upon satisfactorycompletion of such service obligation, and the first 36 months of
such member’s being so engaged in the delivery of health services
shall, for purposes of paragraph (1XA), be deemed to begin upon
such satisfactory completion.
(3) A member of the Corps described in subparagraph (C) of sub¬
section (aXD shall when assigned to an entity under section 333 be
subject to the personnel system of such entity, except that such
member shall receive during the period of assignment the income
that the member would receive if the member was a member of the
Corps described in subparagraph (B) of such subsection.
(e) Corps members assigned under section 333 to provide health
services in health manpower shortage areas shall not be counted
against any employment ceiling affecting the Department.
(f) Sections 214 and 216 shall not apply to members of the Na¬
tional Health Service Corps during their period of obligated service
under the Scholarship Program.
[(g) The administrative unit wrhich administers section 770—
(1) shall participate in the development of regulations, guide¬
lines, funding priorities, and application forms, and
(2) shall., be consulted by, and may make recommendations
to, the Secretary in the review of applications and proposals
for, and the awarding of, grants and contracts,
with respect to the CorpsfJ
(gXl) The Secretary shall, by rule, prescribe conversion provisions
applicable to any individual who, within a year after completion of
service as a member of the Corps described in subsection (aXlXC), be¬
comes a commissioned officer in the Regular or Reserve Corps of the
Service.
(2) The rules prescribed under paragraph (1) shall provide that
in applying the appropriate provisions of this Act which relate to
retirement, any individual who becomes such an officer shall be en¬
titled to have credit for any period of service as a member of the
Corps described in subsection (aXl/.C).
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(h) For the purposes of this subpart:
(1) The term "Department'' means the Department of
^Health, Education, and Welfare] Health and Human Services.
(2) The term “Scholarship Program’’ means the National
Health Service Corps Scholarship Program established under
[section 751j action 338A(3) The term “State” includes, in addition to the several
States, only the District of Columbia, the Commonwealth of
Puerto Rico, the'*Northern Manana Islands, the Virgin Islands,
Guam, American Samoa, and the Trust Territory of the Pacific
Islands.

Commonwealth of the

DESIGNATION OF HEALTH MANPOWER SHORTAGE AREAS

Sec. 332. [254e] (aXl) For purposes of this subpart the term
“health manpower shortage area” means (A) an area in an urban
or rural area (which need not conform to the geographic bound¬
aries of a political subdivision and which is a rational area for the
delivery' of health services) which the Secretary determines has a
health manpower shortage<TB) a population group which the Secretary determines has such a shortage, or (C) a public or nonprofit
private medical facility or other public facility which the Secretary
determines has such a shortage.
(2) For purposes of this subsection, the term “medical facility”
means a facility for the delivery of health services and includes—
(A) a hospital, State mental hospital, public health center,
outpatient medical facility, rehabilitation facility, facility for
long-term care, community mental health center, migrant
health center, and community health center;
(B) such a facility of a State correctional institution or of the
Indian Health Service;
(C) such a facility used in connection with the delivery of
health services under sections 321 (relating to hospitals), 322
(relating to care and treatment of seamen and others), 323 (re¬
lating to care and treatment of Federal prisoners), 324 (relat¬
ing to examination and treatment of certain Federal employ¬
ees), 325 (relating to examination of aliens), or 326 (relating to
services to certain Federal employees), or section 320 (relating
to services for persons with Hansen's disease); and
CD) a Federal medical facility.
(b) The Secretary shall establish by regulation, promulgated not
later than May 1, 1977, criteria for the designation of areas, popu¬
lation groups, medical facilities, and other public facilities, in the
States, as health manpower shortage areas. In establishing such
criteria, the Secretary shall take into consideration the following:
(1) The ratio of available health manpower to the number of
individuals in an area or population group, or served by a
medical facility or other public facility under consideration for
designation.
(2) Indicators of a need, notwithstanding the supply of health
manpower, for health services for the individuals in an area or
population group or served by a medical facility or other public
facility under consideration for designation, with special con¬
sideration to indicators of—
(A) infant mortality,
(B) access to health services, and
(C) health status.
(3) The percentage of physicians serving an area, population
group, medical facility, or other public facility under considera¬
tion for designation who are employed by hospitals and who
are graduates of foreign medical schools.

-and which is not
reasonably accessible to
an adequately served area
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(c) In determining whether to make a designation, the Secretary
shall take into consideration the following:
(1XA) Tne recommendations of each health systems agency
(designated under section 1515) for a health service area which
includes all or any part of the area, population group, medical
facility, or other public facility under consideration for desig¬
nation.
(B) The recommendations of the State health planning and
development agency (designated under section 1521) if such
area, population group, medical facility, or other public facility
is within a health service area for which no health systems
agency has been designated.
(2) The recommendations of the Governor of each State in
which the area, population group, medical facility, or other
public facility under consideration for designation is in whole
or part located.
(3) The extent to which individuals who are (A) residents of
the area, members of the population group, or patients in the
medical facility or other public facility under consideration for
designation, and (B) entitled to have payment made for medi¬
cal services under title XVTH or XIX of the Social Security
Act, cannot obtain such services because of suspension of phy¬
sicians from the programs under such titles.
(d) In accordance with the criteria established under subsection
(b) and the considerations listed in subsection (c), the Secretary
shall designate, not later than November 1, 1977, health manpower
shortage areas in the States, publish a descriptive list of the areas,
population groups, medical facilities, and other public facilities so
designated, and at least annually review and, as necessary, revise
such designations.
(e) (1) Prior to the designation of a public facility, including a Feder¬
al medical facility, as a health manpower shortage area, the Secre¬
tary shall give written notice of .such proposed designation to the
chief administrative officer of such facility and request comments
within 30 days with respect to such designation.
(2) Prior to the designation of a health manpower shortage area
under this section, the Secretary shall, to the extent practicable, give
written notice of the proposed designation of such area to appropri¬
ate public or private nonprofit entities which are located or have a
demonstrated interest in such area and request comments from such
entities with respect to the proposed designation of such.area.
(0 The Secretary shall give written notice of the designation of a
health manpower .shortage area, not later than 60 days from the
date of such designation, to¬
ll) the Governor of each State in which the area, population
group, medical facility, or other public facility so designated is
in whole or part located;
(2XA) each health systems agency (designated under section '
1515) for a health service area which includes all or any part
of the area, population group, medical facility, or other public
facility so designated: or
(B) the State health planning and development agency of the
State (designated under section 1521) if there is a part of such
area, population group, medical facility, or other public facility
within a health service area for which no health systems
agency has been designated; and
(3) appropriate public or nonprofit private entities which are
located or which have a demonstrated interest in the area so
designated.
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[g1 Anv person may recommend to the Secretary the designation
of an area, population group, medical facility, or other public facili¬
ty as a health manpower shortage area.__
' (h) The Secretary (shalljccncuc: sucn into manor, programs m
areas, among population groups, and in medical facilities and other
public facilities 'designated under this section as health manpower
shortage areas as m2y be necessary to inforrn public and nonprofit
private entities which are located or have a demonstrated interest
in such areas of the assistance available under this title by virtue
of the designation of such areas.

ASSIG.VMZ.VT OF CORPS PERSONNEL

in tended

Sec. 333. £254f] (aXV The Secretary may assign members of the
Corps to provide, under regulations promulgated by the Secretary,
health services in or to a health manpower shortage area during
the assignment period (specified in the agreement described in sec¬
tion 334) only if—
(A) a public or nonprofit private entity, which is located or
has a demonstrated interest in such area, makes application to
the Secretary for such assignment;
(B) such application has been approved by the Secretary;
(C) an agreement has been entered into between the entity
which has applied and the Secretary, in accordance with sec¬
tion 334; and
(D) [In the case of 'an application made by an entity which
has previously been assigned a Corps member for a health
manpower shortage area under an agreement (entered into
under section 334 or under section 329 as in effect before Octo¬
ber 1, 1ST?) which has expired^the Secretary has (i) conducted
an evaluation of theCcontinueo needjfor health manpower for
the area, tne^use of Corps members^reviousiyjassigneo to me
area, community support for the assignment of Corps members
to the area, the area’s efforts to secure health manpower for
the area, and fiscal management by the entity with respect to
Corps members previously assigned^ the fiscal management
capability of the entity to which Corps members would, be assigned
and (ii) on the basis of such evaluation has determined that—'

need and demand
— to 'be

need and demand
(I) there is a [continued need] for health manpower for
the area;
____
will be
(II) there{has beenjappropnate and efficient use of Corps
members[previously)assigned to the entity for the area:
(III) there is general community support for the assign¬
ment of Corps members to the entity;
_
-unsuccessful
(TV) the area has made [continued] efforts to secure
health mannpwer for the area: and
__
ls a reasonable prospect o
(V>- there (has beerfjsouna tiscaj management, including
efficient collection ol fee-for-service, third-party, and other
appropriate funds, by the entity with respect to Corps
members[previously]assigned to such entity.
An application for assignment of a Corps member to a health man¬
power shortage area shall include a demonstration by the appli¬
cant that the area or population group to be served by the appli¬
cant has a shortage of personal health services and that the
Corps member will be located so that the member will provide
services to the greatest number of persons residing in such area
or included in such population group. Such a demonstration
shall be made on the basis of the criteria prescribed by the Sec¬
retary under section 232(b) and on additional criteria which the
Secretary shall prescribe to determine if the area or population
group to be served by the applicant has a shortage of personal
health services.
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l-! Corps members may be assigned to a Federal health care fa¬
cility, but only upon the request of the head of the department or
agency of which such facility is a part.

(3) In approving applications for assignment of members of the
Corps the Secretary shall not discriminate against applications from
entities which are not receiving Federal financial assistance under
this Act.
<b> The Secretary may not approve an application under this sec¬
tion for assignment of a Corps member to a health manpower
shortage area unless the Secretary has afforded—
(1) each health systems agency (designated under section
1515) for a health service area which includes all or part of the
area in which the area, population group, medical facility, or
other public facility so designated is located, or
(2) if there is a part of such area, population group, medical
facility, or other public facility located within a heaith service
area for which no health systems agency has been designated,
the State health planning and development agency (designated
under section 1521) of the State in which such part is located,
an opportunity to review the application and submit to the Secre¬
tary its comments respecting the need for, and proposed use of, the
Corps member requested in the application.
(c) In considering, and giving approval to, applications made
under this section for the assignment of Corps members, the Secre¬
tary shall—•
(1) give priority to an application which provides for the as¬
signment of Corps members to an area, population group,
medical facility, or other public facility with the greatest
health manpower shortage, as determined under criteria estab¬
lished under section'332(b);
£(2) give special consideration to an application which pro¬
vides for the use of physician assistants, nurse practitioners, or
expanded function dental auxiliaries;]
(2) [(3)J take into consideration the willingness of individuals in
the area or population group, or .at the medical facility or
other public facility, and of the appropriate governmental
agencies or health entities, to assist- and cooperate with the
Corps in providing effective health services; and
(3) [U7ftake into consideration comments of medical, osteopathic,
dental, or other health professional societies serving the area,
population group, medical facility, or other public facility, or, if
no such societies exist, comments of physicians, dentists, or
other health professionals serving the area population group,
medical facility, or other public facility.
* fdXlJ The Secretary may not approve an application for the assignment of a member of the Corps described in, subparagraph (C) of
section 331(aXD to an entity unless the application of the entity con¬
tains assurances satisfactory to the Secretary that the entity (A) has
sufficient financial resources to provide the member of the Corps
with an income of not less than the income to which the member
would be entitled if the member was a member described in subpar¬
agraph (B) of section 331(aXl), or (£) would have such financial re¬
sources if a grant was made to the entity under paragraph (2).
(2XA) If in approving an application of an entity for the assign¬
ment of a member of the Corps described in subparagraph (C) of sec¬
tion 331(aXl) the Secretary determines that the entity does not have
sufficient fnancial resources to provide the member of the Corps
with an income of not less than the income to which the member
would be entitled If the member was a member described in subpar¬
agraph (B) of section 33l(aXl\ the Secretary may make a grant to
the entity to assure that the member of the Corps assigned to it will
receive during the period of assignment to the entity such an
income.
tB> The amount of any grant under subparagraph tA> shall be
determined by the Secretary. Payments under such a grant may be
made in advance or by way of reimbursement, and at such intervals

■k

Effective October 1. 1931
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and on such conditions, as the Secretary finds necessary. No grant
may be made unless an application therefor is submitted to and ap¬
proved by the Secretary. Such an application shall be in such form,
submitted in such manner, and contain such information, as the
Secretary shall by regulation prescribe.
(e) C(dJ] The Secretary shall assign Corps members to entities in
health manpower shortage areas without regard to the ability of
the individuals in such areas, population groups, medical facilities,
or other public facilities to pay for such services.
(f) £(ej]ln making the assignment of a Corps member to an entity in
a health manpower shortage area which has had an application ap¬
proved under this section, the Secretary shall seek to assign to an
area a Corps member who has (and whose spouse, if any, has) those
characteristics which are characteristics which increase the prob¬
ability of the member's remaining to serve the area upon comple¬
tion of his assignment period.
_
(gjf(fjl) The Secretaryfshairjprovide technical assistance to a public
or nonprofit private entity which is located (or has a demonstrated
interest] in a health manpower shortage area and which desires to
make an application under this section for assignment of a Corps
member to such area.
Assistance
provided under this paragraph may include assistance to an
entity in (A) analyzing the potential use of health professions
personnel in defined health services delivery areas by the resi¬
dents of such areas, (B) determining the need for such personnel
in such areas, (C) determining the extent to which such areas
will have a fnancial base to support the practice of such per¬
sonnel and the extent to which additional fnancial resources
are needed to adequately support the practice, and CD) determin¬
ing the types of inpatient and other health services that should
be provided by such personnel in such areas.
_
(2) The SecretaryCshallJprovide, to public and nonprofit private
entities which are located (or have a demonstrated interest/in a
health manpower shortage area to which area a Corps member has
been assigned, technical assistance to assist in the retention of such
member in such area after the completion of such member’s assign¬
ment to the area.
_
_
(3) The Secretary (shailj provide, to health manpower shortag"e
areas to which no Corps member has been assigned, (A) technical
assistance to assist in the recruitment of health manpower for such
areas, and (B) current information on public and private programs
which provide assistance in the securing of health manpower.
(Jf-XA) The Secretary shall undertake to demonstrate the improve¬
ments that can be made in the assignment of members of the Corps
to health manpower shortage areas and in the delivery of health
care by Corps members in such areas through coordination with
States, political subdivisions of States, agencies of States and politi¬
cal subdivisions, and other public and rvonprof t private entities
which have expertise in the planning development, and operation of
centers for the delivery of primary health care. In carrying out this
subparagraph, the Secretary shall enter into agreements with quali¬
fied entities which provide that if—
Ci) the entity places in effect a program for the planning, de¬
velopment, and operation of centers for the delivery of primary
health care in health manpower shortage areas which reason¬
ably addresses the need for such care in such areas, and
(ii) under the program the entity will perform the functions
described in subparagraph CB),
the Secretary will assign under this section members of the Corps in
accordance with the program
CB) For purposes of subparagraph (A), the term ‘qualified entity’
means a State, political subdivision of a State, an agency of a State
or political subdivision, or other public or nonprofit private entity
operating solely within one State, which the Secretary determines is
able—
(i) to analyze the potential use of health professions person¬
nel in defined health services delivery areas by the residents of
such areas;
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(U) to determine the need for such personnel in such areas
and to recruit, select, and retain health professions personnel
(including members of the National Health Service Corps) to
meet such need,'
(Hi) to determine the extent to which such areas will have a
financial base to support the practice of such personnel and the
extent to which additional financial resources are needed to
adequately support the practice;
(iv) to determine the types of inpatient and other health
services that should be provided by such personnel in such
areas;
.
(v) to assist such personnel in the development of their clini¬
cal practice and fee schedules and in the management of their
practice;
.
(vi) to assist in the planning and development of facilities
for the delivery of primary health care; and
(vii) to assist in establishing the governing bodies of centers
for the delivery of such care and to assist such bodies in defin¬
ing and carrying out their responsibilities.__•
(h) C(g)lThe Secretary/shalljconduct, or enter into contracts for the
conduct of, studies of the methods of assignments of Corps mem¬
bers to health manpower shortage areas. Such studies shall include
studies of—■
(1) the characteristics of physicians, dentists, and other
health professionals who are more likely to remain in practice
in health manpower shortage areas;
(2) the characteristics, including utilization and reimburse¬
ment patterns, of areas which have been able to retain health
manpower personnel; and
(3) the appropriate conditions for the assignment and use of
nurse practitioners, physician assistants, and expanded func¬
tion dental auxiliaries in health manpower shortage areas.
(V) [(h)}Notwithstanding any other law, any member of the Corps licensed to practice medicine, osteopathy,Cor dentistry/in any btate
shall, while serving in the Corps, be allowed to practice such pro¬
fession in any State.

may

-dentistry, or any
other health profession

COST SHARING

Sec. 334. C254g] (a) The Secretary shall require, as a condition
to the approval of an application under section 333f tnat the entity
which submitted the application enter into an agreement for a spe¬
cific assignment period (not to exceed 4 years) with the Secretary
under which—
(1) the entity shall be responsible for charging, in accordance
with subsection (d), for health services provided by Corps mem¬
bers assigned to the entity;
(2) the entity shall take such action as may be reasonable for
the collection of payments for such health services, including,
if a Federal agency, an agency of a State or local government,
or other third party would be responsible for all or part of the
cost of such health services if it had not been provided by
Corps members under this subpart, the collection, on a fee-forservice or other basis, from such agency or third party, the
portion of such cost for which it would be so responsible (and
in determining the amount of such cost which such agency or
third party would be responsible, the health services provided
by Corps members shall be considered as being provided by pri¬
vate practitioners);
(3) the entity shall pay to the United States, as prescribed by
the Secretary in each calendar quarter (or other period as may
be specified in the agreement) during which any Corps member
is assigned to such entity, the sum of—
i(A) the portion of the salary (including amounts paid in
accordance with section 331(d)) and allowances of any
Corps member received by such member during such cal-

for the assignment
of a member of
the Corps
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endar quarter (or other period) while such member was as¬
signed to such entity;
LlB) for any Corps member assigned to such entity, an
amount which bears the same ratio to the amount paid
under the Scholarship Program to or on the behalf of such
Corps member as the number of days of obligated service,
provided by such member during such quarter (or other
period) bears to the number of days in his period of obli¬
gated service under such Program; andj
(A) an amount calculated by the Secretary to reflect the aver¬
age salary (including amounts paid in accordance with section
331(d)) and allowances of comparable Corps members for a cal¬
endar quarter (or other period);
(B) that portion of an amount calculated by the Secretary to
reflect the average amount paid under the Scholarship Program
to or on behalf of comparable Corps members that bears the
same ratio to the calculated amount as the number of days of
service provided by the member during that quarter (or other
period) bears to the number of days in his period of obligated
service under the Program; and
_a pranl

or grant

(O if such entity received a loan under section 335<cX'"an
amount which bears the same ratio to the amount of such
~""ToanA as the number of days in such quarter (or other
period) during which any Corps members were assigned to
the entity bears to the number of days in the assignment
period after such entity received such loarifanH
~
(4) the entity shall prepare and submit to the Secretary an
annual report, in such form and manner, as the Secretary may
require.
(bXl) The Secretary may waive in whole or in part the applica¬
tion of the requirement of subsection (aX3) for an entity if he deter¬
mines that the entity is financially unable to meet such require¬
ment or if he determines that compliance with such requirement
would unreasonably limit the ability of the entity to provide for the
adequate support of the provision of health services by Corps mem¬
bers.
(2) The Secretary may waive in whole or in part the application
of the requirement of subsection (aX3) for any entity which is locat¬
ed in a health manpower shortage area in which a significant per¬
centage of the individuals are elderly, living in poverty, or have
other characteristics which indicate an inability to repay, in whole
or in part, the amounts required in subsection (aX3).
(3) In the event that the Secretary grants a waiver under para¬
graph (1) or (2), the entity shall be required to use the total amount
of funds collected by such entity in accordance with subsection
(aX2) for the improvement of the capability of such entity to deliver
health services to the individuals in, or served by, the health man¬
power shortage area
Ut) In determining whether to grant a waiver under paragraph
til or (2), the Secretary shall not discriminate against a public
entity.
(c) The excess (if any) of the amount of funds collected by an
entity in accordance with subsection (aX2) over the amount paid to
the United States in accordance with subsection (aX3) shall be used
by the entity to expand and improve the provision of health serv¬
ices to the individuals in the health manpower shortage area for
which the entity submitted am application or to recruit and retain
health manpower to provide health services for such individuals.
(d) Any person who receives health services provided by a Corps
member under this subpart shall be charged for such services on a
fee-for-service or other basis, at a rate approved by the Secretary,
pursuant to regulations. Such rate shall be computed in such a way
as to permit the recovery of the value of such services, except that
if such person is determined under regulations of the Secretary to
be unable to pay such charge, the Secretary shall provide for the
furnishing of such services at a reduced rate or without change.

"under section 333(dX2)
^.- -

^

^f
°
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(e) Funds received by the Secretary under an agreement entered
into under this section shall be deposited in the Treasury as miscel¬
laneous receipts and shall be disregarded in determining the
amounts of appropriations to be requested and the amounts^ to be
made available from appropriations made under section 33S to
carry outfthis subpai^ sections 331 through 335 and section 337.

PROVISION OF HEALTH SERVICES BY CORPS MEMBERS
Sec. 335. £254h] (a) Ln providing health services, in a health
manpower shortage area, Corps members shall utilize the tech¬
niques, facilities, and organizational forms most appropriate for the
area, pooulation group, medical facility, or other public facility,
and shall, to the maximum extent feasible, provide such services (1)
to all individuals in, or served by, such health manpower shortage
area regardless of their ability to pay for the services, and[j2) in
connection with (A) direct health services programs carried out by
the Service, (B) any other direct health services program carried
out in whole or in part with Federal financial assistance, or (C) any
other health services activity which is in furtherance of the pur¬
poses of this subpartfj (2) in a manner which is cooperative

with other health care providers serving such health

manpowe

shortage area.

and-

(bXl) Notwithstanding any other provision of law, the Secretary
may (A) to the maximum extent feasible make such arrangements
as he determines necessary to enable Corps members to utilize the
health facilities in or serving the health manpower shortage area
in providing health services; (B) make such arrangements as he de¬
termines are necessary for the use of equipment and supplies of the
Service and for the lease or acquisition of other equipment and
supplies; and (C) secure the permanent or temporary services of
physicians, dentists, nurses, administrators, and other health per¬
sonnel. If there are no health facilities in or serving such area, the
Secretary may arrange to have Corps members provide health serv¬
ices in the nearest health facilities of the Service or may lease or
otherwise provide facilities in or serving such area for the provi¬
sion of health services.
(2) If the individuals in or served by a health manpower shortage
area are being served (as determined under regulations of the Sec¬
retary) by a hospital or other health care delivery facility of the
Service, the Secretary may, in addition to such other arrangements
as he may make under paragraph (1), arrange for the utilization of
such hospital or facility by Corps members in providing health
services, but only to the extent that such utilization will not impair
the delivery of health services and treatment through such hospital
or facility to individuals who are entitled to health services and
treatment through such hospital or facility.
(c) The Secretary may make one loan to any entity with an ap¬
proved application under section 333 to assist such entity in meet¬
ing the costs.of (1) establishing medical, dental, or other health pro¬
fession practices, including the development of medical practice
management systems; (2) acquiring equipment for use in providing
health services;M3) renovating buddings to establish health facili¬
ties and (4) establishing appropriate continuing education pro¬
gram^. No loan may be made under this subsection unless an appli¬
cation therefor is submitted to, and approved by, the Secretary.
The amount of any such loan shall be determined by the Secretary,
except that no such loan may exceed $50,000.
(d) Upon the expiration of the assignment of all Corps members
to a health manpower shortage area, the Secretary may (notwith-
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standing any other provision of law) sell, to any appropriate local
entity, equipment and other property of the United States utilized
by such members in providing health services. Sales made under
this subsection shall be made at the fair market value (as deter¬
mined by the Secretary) of the equipment or such other property;
except that the Secretary may make such sales for a lesser value to
an appropriate, local entity, if he determines that the entity is fi¬
nancially unable to pay the full market value.
(eXIXA) It shall be unlawful for any hospital to deny an author¬
ized physician or dentist member of the Corps admitting privileges
when such Corps member otherwise meets the professional qualifi¬
cations established by the hospital for granting such privileges and
agrees to abide by the published bylaws of the hospital and the
published bylaws, rules, and regulations of its medical staff.
(B) Any hospital which is found by the Secretary, after notice
and an opportunity for a hearing on the record, to have violated
this subsection shall upon such finding cease, for a period to be de¬
termined by the Secretary, to receive and to be eligible to receive
any Federal funds under this Act or under titles XVTQ or XIX of
the Social Security Act.
(2) For purposes of this subsection, the term “hospital'’ includes a
State or local public hospital, a private profit hospital, a private
nonprofit hospital, a general or special hospital, and any other type
of hospital (excluding a hospital owned or operated by an agency of
the Federal Government), and any related facilities.

PREPARATION FOR PRACTICE

Sec. 336. (a) The Secretary may make grants to and enter into
contracts with public and private nonprofit entities for the conduct
of programs which are designed to prepare individuals subject to a
service obligation under the National Health Service Corps scholar¬
ship program to effectively provide health services in the health
manpower shortage area to which they are assigned.
“(b) No grant may be made or contract entered into under subsec¬
tion (a) unless an application therefor is submitted to and approved
by the Secretary. Such an application shall be in such form, submit¬
ted in such manner, and contain such information, as the Secretary
shall by regulation prescribe.
ANNUAL REPORTS

336A

Sec.|336T] £254i“[ The Secretary shall submit an annual report to
Congress on May 1 of each year, and shall include in such report
with respect to the previous calendar year—
(1) the number, identity, and priority of all health manpower
shortage areas designated in such year and the number of
health manpower shortage areas which the Secretary, esti¬
mates will be designated in the subsequent year;
(2) the number of applications filed under section 333 in such
year for assignment of Corps members "and the action taken on
each such application;
(3) the number and types of Corps members assigned in such
year to health manpower shortage areas, the number and
types of additional Corps members which the Secretary esti¬
mates will be assigned to such areas in the subsequent year,
and the need for additional members for the Corps;
(4) the recruitment efforts engaged in for the Corps in such
year and the number of qualified individuals who applied for
service in the Corps in such year;
(5) the number of patients seen and the number of patient
visits recorded during such year with respect to each health
manpower shortage area to which a Corps member was as¬
signed during such year;
(6) the number of Corps members who elected, and the
number of Corps members who did not elect, to continue to
provide health services in health manpower shortage areas
after termination of their service in the Corps and the reasons
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(as reported to the Secretary) of members who did not elect for
not making such election;
(7) the results of evaluations and determinations made under
section 333(aXlXD) during such year; and
(8) the amount charged during such year for health services
provided by Corps members, the amount which was collected
in such year by entities in accordance -with agreements under
section 334, and the amount which was paid to the Secretary
in such year under such agreements.

NATIONAL ADVISORY COUNCIL

Sec. 337. £254j](jia) There is established a council to be known as
the National Advisory Council on the National Health Service
Corps (hereinafter in this section referred to as the “Council’'). The
Council shall be composed of fifteen members appointed by the Sec¬
retary as follows:
(1) Four members shall be appointed from the general public
to represent the consumers of health care, at least two of
whom shall be individuals who are residents of, members of, or
served by Corps members assigned to, a health manpower
shortage area.
(2) Three members shall be appointed from medical, dental,
and other health professions.
(3) One member shall be appointed from a State health plan¬
ning and development agency (designated under section 1521),
one member shall be appointed from a Statewide Health Co¬
ordinating Council (designated under section 1524), and one
member shall be appointed from a health systems agency (des¬
ignated under section 1515).
(4) Three members shall be appointed from the Service, at
least two of whom shall be members of the Corps directly en¬
gaged in the provision of health services in a health manpower
shortage area.
(5) Two members shall be appointed from the National Coun¬
cil on Health Planning and Development (established under
section 1503).
No individual who is a provider of health care (as defined in sec¬
tion 1531(3)) may be appointed as a member of the Council under
paragraph (1), (3), or (5). The Council shall consult with, advise, and
make recommendations to, the Secretary with respect to his re¬
sponsibilities in carrying out this subpart, and shall review and
comment upon regulations promulgated by the Secretary under
this subparti]
(a) There is established a council to be known as the National
Advisory Council on the National Health Service Corps (hereinafter
in this section referred to as the ‘Council’). The Council shall be
composed of not more than 15 members appointed by the Secretary.
The Council shall consult with, advise, and make recommendations
to, the Secretary with respect to his responsibilities in carrying out
this subpart, and shall review and comment upon regulations pro¬
mulgated by the Secretary under this subpart.

not

(bXD Members of the Council shall be appointed for a term of
three years, except that any member appointed to fill a vacancy oc¬
curring prior to the expiration of the term for which the member's
predecessor was appointed shall be appointed for the remainder of
such term. No member shall be removed, except for cause. Members may1'be reappointed to the Council.
(2) Members of the Council (other than members who are officers
or employees of the United States), while attending meetings or
conferences thereof or otherwise serving on the business of the
Council, shall be entitled to receive for each day (including travel¬
time) in which they are so serving the daily equivalent of the
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annual rate of basic pay in effect for grade GS-18 of the General
Schedule; and while so serving away from their- homes or regular
places of business all members may be allowed travel expenses, in¬
cluding per diem in lieu of subsistence, as authorized by section
5703 of title 5 of the United States Code for persons in the Govern¬
ment service employed intermittently.
(c) Section 14 of the Federal Advisory Committee Act shall not
apply with respect to the Council.

AUTHORIZATION OF APPROPRIATION

Sec. 338. £254k3 (a) To carry out the purposes of this subpart,
there are authorized to be appropriated $47,000,000 for the fiscal
year ending September 30, 1978; $64,000,000 for the fiscal year
ending September 30, 1979; [and] $82,000,000 for the fiscal year
ending September 30, 1980^
SI 10.000.000 for the fiscal year ending September 30, 1982;
S120.000.000 for the fiscal year ending September 30, 1983; and
SI30.000,000 for the fiscal year ending September 30, 1984(b) An appropriation under an authorization under subsection (a)
for any fiscal year may be made at any time before that fiscal year
and may be included in an Act making an appropriation under an
authorization under subsection (a) for another fiscal year; but no
funds may be made available from any appropriation under such
authorization for obligation under [This subpart] Pelore the iiscaT"
year for which such appropriation is authorized.

-sections 331
through 335,
section 336A,
and section 337

NATIONAL, HEALTH SERVICE CORPS SCHOLARSHIP PROGRAM

338A

Sect /T5l7! £294t]| (a) The Secretary shall, establish the National
Health Service Corps Scholarship Program (hereinafter in this sub¬
part referred to as the “Scholarship Program”) to assure an ade¬
quate supply of trained physicians, dentists, and nurses for the Na¬
tional Health Service Corps (hereinafter in this suhpart referred to
as the “Corps”) and, if needed by the Corns, podiatrists, ootometrists, pharmarists,/*~graduates of scnools or veterinary medicine,
graduates of schools of public health, graduates of programs in
health administration, graduates of programs for the training of
physicians assistants, expanded function dental auxiliaries, and
nurse practitioners (as defined in section 822), and other health
professionals.
(b) To be eligible to participate in the Scholarship Program, an
individual must—
(1) be accepted for enrollment, or be enrolled, as a full-time
student (A) in an accredited (as determined by the Secretary)
educational institution in a State and (B) in a course of study
or program, offered by such institution and approved by the
Secretary, leading to a degree in medicine, osteopathy, den¬
tistry, or other health profession;
(2) be eligible for, or hold, an appointment as a commissioned
officer in the Regular or Reserve Corps of the Service or be eli¬
gible for selection for civilian service in the Corps;
(3) submit an application to participate in the Scholarship
Program; and
(4) sign and submit to the Secretary, at the time of submittal
of such application, a written contract (described in subsection
(0) to accept payment of a scholarship and to serve (in accord¬
ance with this subpart) for the applicable period of obligated
service in a health manpower shortage area.

'clinical psychologists.

163

-

-

(c) In disseminating application forms and contract forms to indi¬
viduals desiring to participate in the Scholarship Program, the Sec¬
retary shall include with such forms—
(1) a fair summary of the rights and liabilities of an individ¬
ual whose application is approved (and whose contract is ac¬
cepted) by the Secretary, including in the summary a clear ex¬
planation of the damages to which the United States is entitled_section 338D
under(section 754] in the case of the individual’s breach of the
contract: and
(2information respecting meeting a service obligation through
private practice under an agreement under section 338C and
such other information as may be necessary for the indi¬
vidual to understand the individual’s prospective participation
in the Scholarship Program and service in the Corps.
The application form, contract form, and all other information fur¬
nished by the Secretary under this subpart shall be written in a
manner calculated to be understood by the average individual ap¬
plying to participate in the Scholarship Program The Secretary
shall make such application forms, contract forms, and other infor¬
mation available to individuals desiring to participate in the Schol¬
arship Program on a date sufficiently early to insure that such in¬
dividuals have adequate time to carefully review and evaluate such
forms and information.
(d) Ln determining which applications under the Scholarship Pro¬
gram to approve (and which contracts to accept), the Secretary
shall give priority—
(1) first, to applications made (and contracts submitted) by
individuals who have previously received scholarships under
the Scholarship Program or under section 753; and
(2) second, to applications made (and contracts submitted)-—
(A) for the school year beginning in calendar year 1978,
by individuals who are entering their first, second, or third
year of study in a course of study or program described in
subsection (bXlXB) Ln such school year;
(B) for the school year beginning in calendar year 1979,
by individuals who are entering their first or second year
of study in a course of study or program described in sub¬
section CbXlXB) in such school year; and
(O for each school year thereafter, by individuals who
are entering their first year of study in a course of study
or program described in subsection (bXlXB) in such school
year.
(eXl) An individual becomes a participant in the Scholarship Pro¬
gram only upon the Secretary's approval of the individual’s appli- ‘
cation submitted under subsection (bX3) and the Secretary's accept¬
ance of the contract submitted by the individual under subsection
(bX4).
(2) The Secretary shall provide written notice to an individual
promptly upon the Secretary's approving, under paragraph (1), of
the individual’s participation in the Scholarship Program.
'
'
(f) The written contract (referred to in this subpart) between the
Secretary and an .individual shall contain—*
(1) an agreement that—•
(A) subject to paragraph (2), the Secretary agrees (i) to
provide the individual with a scholarship (described in sub¬
section (g)) in each such school year or years for a period
of years (not to exceed four school years) determined by
the individual, during which period the individual is pur¬
suing a course of study described in subsection (bXlXB),
and (u) to accept (subject to the availability of appropri;-sections 331 through 335
ated funds for carrying out(subpart II of part D of title LUj
anc[ sectl0n jjy
the individual into the Corps (or for equivalent service as
otherwise provided in this subpart); and
(B) subject to paragraph (2), the individual agrees—
(i) to accept provision of such a scholarship to the in¬
dividual;
(ii) to maintain enrollment in a course of study de¬
scribed in subsection (bXlXB) until the individual com¬
pletes the course of study;

164

-

-

(iii) while enrolled in such course of study, to main¬
tain am acceptable level of academic standing (as de¬
termined under regulations of the Secretary by the
educational institution offering such course of study);
and
(iv) to serve for a time period (hereinafter in the
subpart referred to as the “period of obligated serv¬
ice ') equal to¬
ff) one year for each school year for which the
individual was provided a scholarship under the
Scholarship Program, or
(ID two years,
whichever is greater, in a health manpower shortage
area (designated under section 332) to which he is as¬
signed by the Secretary as a member of the Corps, or
as otherwise provided in this subpart;
(2) a provision that any financial obligation of the United
States arising out of a contract entered into under this sub part
and any obligation of the individual which is conditioned
thereon, is contingent upon funds being appropriated for schol¬
arships under this subpart s^nd to carry out the purposes of
-sections 331 through 335
[subpart II of part C of title EL^f" "
and sections 337 and 338
u (3) a statement of the damages to which the United States is
entitled, under [section 75^ for the individual’s breach of the
section 338D
contract and
(4) such other statements of the rights and liabilities of the
Secretary and of the individual, not inconsistent with the pro¬
visions of this subpart,
(gXl) A scholarship provided to a student for a school year under
a written contract under the Scholarship Program or under section
758 (relating to scholarships for first-year students of exceptional
financial need), shall consist of—
(A) payment to, or (in accordance with paragraph (2)) on
behalf of, the student of the amount (except as provided in sec¬
tion 711) of—
(i) the tuition of the student in such school year; and
(ii) all other reasonable educational expenses, including
fees, books, and laboratory expenses, inclined by the stu¬
dent in such school year; and
(B) payment to the student of a stipend of $400 per month
(adjusted in accordance with paragraph (3)) for each of the 12
consecutive months beginning with the first month of such
school year.
(2) The Secretary may contract with an educational institution,
in which a participant in the Scholarship Program is enrolled, for
the payment to the educational institution of the amounts of tu¬
ition and other reasonable educational expenses described in para¬
graph (1XA). Payment to such an educational institution may be
made without regard to section 3648 of the Revised Statutes (31
U.S.C. 529).
(3) The amount of the monthly stipend, specified in paragraph
(1XB) and as previously adjusted (if at all) in accordance with this
paragraph, shall be increased by the Secretary for each school year
ending in a fiscal year beginning after September 30, 1978, by an
amount (rounded to the next highest multiple of $1) equal to the
amount of such stipend multiplied by the overall percentage (as set
forth in the report transmitted to the Congress under section 5305
of title 5, United States Code) of the adjustment (if such adjustment
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Ls an increase) in the rates of pay under the General Schedule
made effective in the fiscal year in which such school year ends.
fh) Notwithstanding any other provision of law, individuals who
have entered into written contracts with the Secretary under this
section, while undergoing academic training, shall not be counted
against anv employment ceiling affecting the Department.
(i) The Secretary shall report to Congress on March 1 of each
year—
(1) the number, and type of health profession training, of stu¬
dents receiving scholarships under the Scholarship Program;
(2) the educational institutions at which such students are
receiving their training;
(3) the number of applications filed under this section in the
school year beginning in such year and in prior school years;
and
(4) the amount of tuition paid in the aggregate and at each
educational institution for the school year beginning in such
year and for prior school years.
Kj) The administrative unit which administers section 770 shall-—
(1) participate in the development of regulations, funding pri¬
orities, and application forms, and
(2) be consulted by, and may make recommendations to, the
Secretary in the review of applications for scholarships and
grants,
with respect to the Scholarship Program, j
OBLIGATED SERVICE

3383Sec.(752^1 C294u1 (a) Except as provided inflection 75^, each indi¬

vidual who has entered into a written contract with the Secretary
under [section 751_j shall provide service in the ruil-tima ni-iniraT
practice of such individual's profession as a member of the Corps
for the period of obligated service provided in such contract.
C(bXD The Secretary shall notify each individual required to pro¬
vide service under the Scholarship Program, not later than 60 d'ays
before the date described in paragraph (5), of the opportunity of
such individual to serve in the full-time clinical practice of his pro¬
fession either as a commissioned officer in the Regular or Reserve
Corps of the Service or as a civilian member of the Corps. The Sec¬
retary shall include in such notice sufficient information regarding
the advantages and disadvantages to each alternative to enable an
individual to make a decision on an informed basis.
C(2) To be eligible to provide obligated service as a commissioned
officer in the Service, an individual shall notify the Secretary, not
later than 30 days before the date described in paragraph (5), of the
individual’s desire to provide such service as such an officer.
C(3) If an individual .who has notified the Secretary under para¬
graph (2) qualifies for an appointment as such an officer, the Secre¬
tary shall, as soon as possible after the date described in paragraph
(5), appoint the individual as a commissioned officer of the Regular
or Reserve Corps and of the Service and shall designate the individ¬
ual as a member of the Corps. If an individual who has notified the
Secretary under paragraph (2) does not so qualify, the Secretary
shall, as soon as possible after the date described in paragraph (5),
appoint such individual in accordance with paragraph (4).
Q4) Except as provided in paragraph (3) and in section 753, the
Secretary shall appoint each individual, as soon as possible after
the date described in paragraph (5), to serve in the full-time clini¬
cal practice of his profession as a civilian member of the CorpsCJ

-section 338C
section 338A
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(bXl) If an individual is required under subsection (a) to provide
service as specified in section 338A(fXlXBXiv) (hereinafter in this
subsection referred to as ‘obligated service'), the Secretary shall, not
later than ninety days before the date described in paragraph (5),
determine if the individual shall provide such service—
(A) as a member of the Corps who is a commissioned officer
in the Regular or Reserve Corps of the Service or who is a civil¬
ian employee of the United States, or
(B) as a member of the Corps who is not such an officer or
employee,
and shall notify such individual of such determination.
(2) If the Secretary determines that an individual shall provide
obligated service as a member of the Corps who is a commissioned
officer in the Service or a civilian employee of the United States, the
Secretary shall, not later than sizty days before the date described
in porngmph (5), provide such individual with sufficient informa¬
tion regarding the advantages and disadvantages of service as such
a commissioned officer or civilian employee to enable the individual
to make a decision on an informed basis. To be eligible to provide
obligated service as a commissioned officer in the Service, an indi¬
vidual shall notify the Secretary, not later than thirty days before
the date described in paragraph (51, of the individual’s desire to pro¬
vide such service as such an officer. If an individual qualifies for
an appointment as such an officer, the Secretary shall as soon as
possible after the date described in paragraph (5), appoint the indi-~
vidual as a commissioned officer of the Regular or Reserve Corps of
the Service and shall designate the individual as a member of the
Corps.
(3) If an individual provided notice by the Secretary under para¬
graph (2) does not qualify for appointment as a commissioned off¬
icer in the Service, the Secretary shall as soon as possible after the
date described in paragraph (5), appoint such individual as a civil¬
ian employee of the United States and designate the individual as a
member of the Corps.
(1) If the Secretary determines that an individual shall provide
obligated service as a member of the Corps who is not an employee
of the United States, the Secretary shall, as soon as possible after
the date described in paragraph (5), designate such individual as a
member of the Corps to provide such service.

(5XA) With respect to an individual receiving a degree from a
school of medicine, osteopathy, or dentistry, the date referred to in
paragraphs (1) through (4) shall be the date upon which the indi¬
vidual completes the training^required for such degree, except that
the Secretary shall at the request of such individual, defer such
date until the end of the period of time (not to exceed three years
or such greater period as the Secretary, consistent with the needs
of the Corps, may authorize) required for the individual to com¬
plete an internship, residency, or other advanced clinical training.
With respect to an individual receiving a degree from a school of
veterinary medicine, optometry, podiatry, or pharmacy, the date
referred to in paragraphs (1) through (4) shall be the date upon
which the individual completes the training required for such
degree, except that the Secretary shall, at the request of such indi¬
vidual, defer such date until the end of the period of time (not to
exceed one year or such greater period as the Secretary, consistent
with the needs of the Corps, may authorize) required for the indi¬
vidual to complete an internship, residency, or other advanced
clinical training. No period of internship, residency, or other ad¬
vanced clinical training shall be counted toward satisfying a period
of obligated service under this subpart.
(B) With respect to an individual receiving a degree from an in¬
stitution other than a school referred to in subparagraph (A); the
date referred to in paragraphs (1) through (4) shall be the date
upon which the individual completes his academic training leading
to such degree.
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(c) An individual shall be considered to have begun serving a
period of obligated service—
(1) on the date such individual is appointed as an officer in a
Regular or Reserve Corps of the Service{or as a member of the
■ror is designated as a
Corp§, or
(2)
in
the
_case of an individual who has entered into an member of the Corps
section 338C ■
agreement with me Secretary unaer[section t o
on the date under subsection :bx3> or tbxl
specified in such agreement,
whichever is earlier.
(d) The Secretary shall assign individuals performing obligated
service in accordance with a written contract under the Scholar¬
ship Program to health manpower shortage areas in accordance
— sections 331
with/’subpart II of part D of title ITT). If the Secretary determines
through 335 and
that there is no need in a health manpower shortage area (desig¬
sections 337 and 33S
nated under section 332) for a member of the profession in which
and if such. — an individual is obligated to provide service under a written con¬
tract the Secretary may detail such individual to serve his period
dividual is an
of obligated service as a full-time member of such profession in
■ r in the Service such unit of the Department as the Secretary may determine.
livilian employee Qe) Notwithstanding any other provision of this title, if the Secre¬
t. United States
tary determines that an individual who is or has been a participant
in the Scholarship Program demonstrates exceptional promise for
medical research, the Secretary may permit such individual to per¬
form his service obligation under the National Research Service
Award program established under section 472IJ
(e) Notwithstanding any other orovision of this title, service of
an individual under a National Aesearch Service Award awarded
under subparagraph (A) or (B) of section 472(aXl) shall be counted
against the period of obligated service which the individual is re¬
quired to perform under the Scholarship Program.

Note:

The amendments made by paragraphs (1) through
(4) of section 3385(b), section 338B(c)(l),
and the second sentence of section 338B(d)
shall apply with respect to contracts entered into
under the National Health Service Corps scholarship program
under subpart III of part C of title VII of the Public Health Service
Act after the date of the enactment of this Act. An individual who
before such date has entered into such a contract and who has not
begun the period of obligated service required under such contract
shall be given the opportunity to revise such contract to permit the
individual to serve such period as a member of the National Health
Service Corps who is not an employee of the United States.
(See section 2709(h) of the Act.)
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PRIVATE PRACTICE

r~

338C.

ction 3S8B(a) __
ier section 225
effect on
her 20, 1977)

to the extent permi
Sec.I~7o£| £294v3 (a) The Secretary shall,Release an individual
rrom ail or part ot his service obligation under ^section 752(aJJif the and consistent with
individual applies for such a release under this section and enters requirements of apj.
into a written agreement with the Secretary under which the indi¬ State law,
vidual agrees to engage for a period equal to the remaining period
of his service obligation in the full-time private clinical practice (in¬
cluding service as a salaried employee m an entity directly provid¬
ing health services) of his health profession—•
(1) in the case of an individual who is performing obligated
service as a member of the Corps in a health manpower short¬
age area on the date of his application for such a release, in
the health manpower shortage area in which such individual is
serving on such date; or
(2) in the case of any other individual, in a health manpower
shortage area (designated under section 332)(which has a prior¬
ity for the assignment of Corps members under section 333(c]J.
(b) The written agreement described in subsection (a) shall—
(1) provide that during the period of private practice by an
individual pursuant to the agreement—
(A) any person who receives health services provided by
the individual in connection with such practice will be
charged for such services at the usual and customary rate
prevailing in the area in which such services are provided,
except that if such person is unable to pay such charge,
such person shall be charged at a reduced rate or not
charged any fee; and
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(B) the individual in providing health services m connec¬
tion with such practice (i) shall not discriminate against any
person on the basis of such person's ability to pay for such
services or because payment for the health services pro¬
vided to such person will be made under the insurance
program established under part A or B of title XV ill of
the Social Security Act or under a State plan for medical
assistance approved under title XIX of such Act,
and fii) shall agree to accept an assignment under section
1842(bX3XBXii) of such Act for all services for which payment may
be made under part B of title XVIII of such Act and enter into an
appropriate agreement with the State agency which administers the
State plan for medical assistance under title XIX of such Act to
provide services to individuals entitled to medical assistance under
the plan‘ and
(2) contain such additional provisions as the Secretary may
require to carry out the purposes of this section.
For purposes of paragraph (1XA), the Secretary shall by regulation
prescribe the method for determining a person’s ability to pay a-,;
charge for health services and the method of determining the
amount (if any) to be charged such person based on such ability.
(c) If an individual breaches the contract entered into under sec¬
tion 338A by failing (for any reason) to begin his service obligation
in accordance with an agreement entered into under subsection (a)
or to complete such service obligation, the Secretary may permit
such individual to perform such service obligation as a member of
the Corps.
(d) The Secretary may pay an individual who has entered into
an agreement with the Secretary under subsection (a) an amount to
cover all or part of the individual’s expenses reasonably incurred in
transporting himself, his family, and his possessions to the location
of his private clinical practice.
(eXl) The Secretary may make such arrangements as he deter¬
mines are necessary for the individual for the use of equipment and
supplies and for the lease or acquisition of other equipment and
supplies.
(2) Upon the expiration of the written agreement under subsec¬
tion (a), the Secretary may (notwithstanding any other provision of
law) sell to the individual who has entered into an agreement with
the Secretary under subsection (a), equipment and other property of
the United States utilized by such individual in providing health
services. Sales made under this subsection shall be made at the fair
market value (as determined by the Secretary) of the equipment or
such other property, except that the Secretary may make such sales
for a lesser value to the individual if he-determines that the indi¬
vidual is financially unable to pay the full market value.
. . ->
(f) The Secretary may, out of appropriations authorized under
section 338, pay to individuals participating in private practice
under this section the cost of such individual's malpractice insur¬
ance and the lesser of—
(1XA) $10,000 in the first year of obligated service;
(B) S7,500 in the second year of obligated service;
(C) S5,000 in the third year of obligated service; and
(D) $2,500 in the fourth year of obligated service; or
(2) an amount determined by subtracting such individual’s
net income before taxes from the income the individual would
have received as a member of the Corps for each such year of
obligated service.
(g) The Secretary shall, upon request, provide to each individual
released from service obligation under this section technical assist¬
ance to assist such individual in fulfilling his or her agreement
under this section.
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breach of scholarship contract

3Z8D
Sec {7540 r294w3((a) An individual (other than an individual de¬
scribed in subsection (d)) who has entered into a written contract
with the Secretary under section 751 and who fails to accept pay¬
ment, or instructs the educational institution in which he is en¬
rolled not to accept payment, in whole or in part, of a scholarship
under such contract, shall, in addition to any service or other obhgation or liability under the contract, be liable to the United States
for the amount of $1,500 as liquidated damagesj
_...
fai-CCbjJ An individual who has entered into a written contract with_
' the Secretary undeifsection 75^and wno-—
(1) fails to maintain an acceptable level of academic standing
in the educational institution in which he is enrolled (such
level determined by the educational institution under regula¬

-section 338A

tions of the Secretary),
.
, .
..
,. .
(2) is dismissed from such educational institution for disci¬
plinary reasons,/pr7
.
,
,
.(3) voluntarily terminates the training m such an education¬
al institution for which he is provided a scholarship under
such contract, before the completion of such training, or
(4) fails to accept payment, or instructs the educational insti¬
tution in which he is enrolled not to accept payment, in whole
or in part, of a scholarship under such contract,
in lieu of any service obligation arising under such contract, shall
be liable to the United States for the amount which has been paid
to him, or on his behalf, under the contract
fbHjcjlflJ Excevt as provided in paragraph (2), if

238B or 338C'

*an individual breaches his written contract by failing£(for"
any reason)y
isonJJeither
eaaer to
hj begin
L/sgjlu such
iuuu individual's
muiviuuai s service obligation
UDLLgauon in
m
accordance withjsection 752 or 753]or to complete such service obli¬
gation, the United States shall be entitled to recover from the indi¬
vidual an amount determined in accordance with the formula

•(for any reason not
specified in subsec¬
tion (a) or section 338F(b))

A=3<p(t—s/t)
in which “A” is the amount the United States is entitled to recov¬
er, “4” is the sum of the amounts paid under this subpart to or on
behalf of the individual and the interest on such amounts which
would be payable if at the time the amounts-were paid they were
loans bearing interest at the maximum legal prevailing rate, as de¬
termined by the Treasurer of the United States; “t" is the total
number of months in the individual's period of obligated service;
and “s” is the number of months of such period served by him in
■ section 338C
section 338B~ accordance with/section 752jor a written agreement under [section
753. Any amount of damages which the United States is entitled to
recover under this subsection shall, within the one year period be¬
—(or such longer period
ginning on the date of the breach of the written contract^ be paid
beginning on such date as
to the United States.
specified by the Secretary
(2) If an individual is released under section 753 from a
for good cause shown)
service obligation under section 225 fas in effect on September
30, 1977) and if the individual does not meet'the service obliga¬
tion incurred under section 753, subsection (f) of such section
225 shall apply to such individual in lieu of paragraph (1) of
this subsection.
(c)—QdJ(l) Any obligation of an individual under the Scholarship Pro¬
gram (or a contract thereunder) for service or payment of damages
shall be canceled upon the death of the individual.
.__
-partial or total
(2) The Secretary shall by regulation provide for the^waiver or
suspension of any obligation of service or payment by an individual
under the Scholarship Program (or a contract thereunder) when¬
ever compliance by the individual is impossible or would involve
extreme hardship to the individual and if enforcement of such obli¬
gation with respect to any individual would be unconscionable.
(3) Any obligation of an individual under the Scholarship Pro¬
gram (or a contract thereunder) for payment of damages may be
released by a discharge in bankruptcy under title 11 of the United
States Code only if such discharge is granted after the expiration of
the five-year period beginning on the first date that payment of
such damages is required.
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‘
_out of appropriations aw.
Sec.(J551 £294x] (a) The Secretary may/make one grant^to an' ized under section 338,
individualfTother than an individual who has entered into an agree¬
or one Loan
ment under section 338CJ(1) who has completed^his period of obligated service in the
-at least, two years of
Corps, and
•
~
'
(2) who has agreed in writing—
(A) to engage in the private full-time clinical practice of
his profession in a health manpower shortage area (desig¬
nated under section 332£and described in paragraphs (1)
and (2) of sectionjUtfCfajyfor a period (beginning not later
than one year after the date he completed his period of ob¬
ligated service in the Corps) of not less than one year;
(B) to conduct such practice in accordance with the pro■section 338C(bXl)
visions of^ection 753(bXlj; and
(O to such additional conditions as the Secretary may
require to carry out the purposes of this section;
to assist such individual in meeting the costs of beginning the prac¬
tice of such individual’s profession in accordance with such agree¬
ment, including the costs of acquiring equipment and renovating
facilities for use in providing health services, and of hiring nurses
and other personnel to assist in providing health services. Such
grant may not be used for the purchase or construction of any
building.
(b) The amount of the grant^under subsection (a) to an individual
shall be—
y
"
- ■or loan
(1) $12,500, if the individual agrees to practice his profession
in accordance with the agreement for a period of at least one
year, but less than two years; or
(2) $25,000 if the individual agrees to practice his profession
in accordance with the agreement for a period of at least two
years(c) The Secretary may not make a granj/inder this section unless
.or loan
an application therefor has been submitted to, and approved dy,
the Secretary. The Secretary shall, try regulation, set interest rates
and repayment terms for loans under this section
(d) If the Secretary determines that an individual has breached a
written agreement entered into under subsection (a), he shall, as
soon as practicable after maicine such determination notify the in¬
dividual of such determination.(Tf within 120 days after the date of
giving such notice, such individual is not practicing his profession
in accordance with the agreement under such subsection and has
not provided assurances satisfactory to the Secretary that he will
not knowingly violate such agreement again, the United States
shall be entitled to recover from such individual an amount■ deter¬
mined under section 754(c), except that in applying the formula
contained in such section
shall be the sum of the amount of the
grant made under subsection (a) to such individual and the interest
on such amount which would be payable if at the time it was paid
it was a loan bearing interest at the maximum legal prevailing
rate, “t” shall be the number of months that such individual
agreed to practice his profession under such agreement, and “s”
shall be the number of months that such individual practices his ■>
profession in accordance with 3uch agreement]
Jf within
60 days after the date of giving such notice, such individual is not
practicing his profession in accordance with the agreement under
such subsection and has not provided assurances satisfactory to the
Secretary that he will not knowingly violate such agreement again,
the United States shall be entitled to recover from such individu¬
al—
(1) in the case of an individual who has received a grant
under this section, an amount determined under section
338D(c), except that in applying the formula contained in such
section “d>" shall be the sum of the amount of the grant made
under subsection (a) to such individual and the interest on such
amount which would be payable if at the time it was paid it
was a loan bearing interest at the maximum legal prevailing
rate, “t” shall be the number of months that such individual
agreed to practice his profession under such agreement, and “s"
snail be the number of months that such individual practices
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(2) in the case of an individual who has received a loan
under this section, the full amount of the principal and interest
owed by such individual under this section.

jjgr

AUTHORIZATION'

0*

APPROPRIATIONS

Sec-[?56T] £294y3 (a) There axe authorized to be appropriated for
sch0i.axsfcu.p3 under thus subpart $75,000,000 for tire fiscal year
ending September 30, 1978, $140,000,000 for the fiscal year ending
September 30, 1979, and $200,000,000 for the fiscal year ending Sep¬
tember 30, 1980. For the fiscal year ending September 30, 1982, and
each of the two succeeding fiscal years, there are authorized to be
appropriated such sums as may be necessary to make 550 new schol¬
arship awards in accordance with section 338A(d) in each such
fiscal year and to continue to make scholarship awards to students
who have entered into written contracts under the Scholarship Pro- „
1985
gram before October 1, 1984. for the fiscal year ending Septemoer 30,/198J, and
for each of the two succeeding fiscal years, there axe authorized to ~
be appropriated such sums as may be necessary to continue to
make scholaxsiiip awards to students who have entered into writ¬
ten ..contracts under the Scholarsfciip Program before October 1,
[}98Q 1984
(b) Of the sums appropriated under this section (1) 90 percent
shall be obligated for scholarships for medical, osteopathic, and
dental students, and (2) 10 percent of such 90 percent shall be obli¬
gated for scholarships for dental students.

ZZ8G

ENDIAN HEALTH SCHOLARSHIP PROGRAM

Sec./757] E294y-1] (a) In addition to the sums authorized to be
appropriated under section 756(a) to carry out the Scholarsfcup Pro¬
gram, there are authorized to fc>e appropriated $5,450,000 for the
fiscal year ending September 30, 1973, $6,300,000 for the fiscal year
ending September 30, 1979, $7,200,000 for the fiscal year ending
September 30, 1980, $9,000,000 for the fiscal year ending September
30, 1981, $10,300,000 for the fiscal year ending September 30, 1982,
$11,800,000 for the fiscal year ending September 30, 1983, and
$13,600,000 for the fiscal year ending September 30, 1984, to pro¬
vide scholarships under the Scholarship Program to provide physi¬
cians, osteopaths, dentists, veterinarians, nurses, optometrists, po¬
diatrists, pfciarmacists, public health personnel, and allied health
professionals to provide services to Indians. Such scholarships shall
be designated “Indian Health Scholaxsiiips" and shall be made in
accordance with this subpart, except as provided in subsection (b).
(bXl) The Secretary, acting tiirough the Indian Health Service,
shall determine the individuals who siiall receive the Indian
Health Scholarships, shall accord priority to applicants who are In¬
dians, and shall determine the distribution of the scholarships on
the basis of the relative needs of Indians for additional services by
specific health professions.
(2) The active duty service obligation prescribed in the written
contract entered into under this subpart shall be met by the recipi¬
ent of an Indian Health Scholarship by service in the Indian
Health Service, in a program assisted under title V of the Indian
Health Care Improvement Act, or in the private practice of the ap¬
plicable profession if, as determined by the Secretary in accordance
with guidelines promulgated by the Secretary, such practice is situ¬
ated in a physician or other health professional shortage area and
addresses the health care needs of a substantial number of Indians.
(c) For purposes of this section, the term “Indians’’ has the same
meaning given that term by subjection (c) of section 4 of the Indian
Health Care Improvement Act and includes individuals described
in clauses (1) tiirough (4) of that subsection.
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U.S. DEPARTMENT OF
HEALTH, EDUCATION, AND WELFARE
PUBLIC HEALTH SERVICE

mRa 9b-3 (Rev 12/79)

HEALTH RESOURCES ADMINISTRATION
Bureau of Health Manpower

NATIONAL HEALTH SERVICE CORPS SCHOLARSHIP PROGRAM
CONTRACT
Section 751 of the Public Health Service Act (42 U.S.C. 294t) establishes the National Health Service Corps Scholarship Pro¬
gram ("Scholarship Program") and authorizes the Secretary of Health. Education, and Welfare (“Secretary") to provide ap¬
plicants selected to be participants in the Scholarship Program with scholarship awards. In return for awards, applicants must
agree to provide health services in a manner determined by the Secretary for a period of obligated service equal to one year for
each year of scholarship award received, or two years, whichever is greater. The regulations implementing the Scholarship Pro¬
gram are set forth in Title 42, Code of Federal Regulations, Part 62.
Section 751 requires applicants to submit with their applications a signed contract stating the terms and conditions of par
ticipation in the Scholarship Program. The Secretary shall sign only those contracts submitted by applicants who are selected
for participation. The terms and conditions of the contract are set forth below.
Section A — Obligations of the Secretary
Subiect to the availability of funds appropriated by the Congress of the United States for the Scholarship Program and the Na¬
tional Health Service Corps (“Corps"), the Secretary agrees to:
1.

Provide the undersigned applicant (“applicant") with a scholarship award for the school year 1980-81 during which the ap¬
plicant:
a. is enrolled, or is accepted for enrollment, as a full-time student in an accredited (as determined by the Secretary) educa¬
tional institution in one of the several States, the District of Columbia, the Commonwealth of Puerto Rico, the Northern
Mariana Islands, the Virgin Islands, Guam, American Samoa, or the Trust Territory of the Pacific Islands, and
b. is pursuing a course of study leading to a degree in medicine, osteopathy, dentistry, or other health profession which
has been approved by the Secretary for participation in the Scholarship Program.
The scholarship award consists of tuition, an amount for all other reasonable educational expenses incurred by the stu¬
dent, and a monthly stipend for the 12-month period beginning with the first month of each school year in which the appli¬
cant is a participant in the Scholarship Program.

2.

Utilize the applicant to provide health services in accordance with Section 8(4) of this contract.

3.

Defer performance of an applicant's period of obligated service if the applicant (1) receives a degree from a school of
medicine, osteopathy, dentistry, veterinary medicine, optometry, podiatry or pharmacy, and (2) requests a deferment of this
period to complete Internship, residency or advanced clinical training.
The period of deferment may not exceed (1) three years for applicants receiving degrees from schools of medicine,
osteopathy or dentistry, or (2) one year for applicants receiving degrees from schools of veterinary medicine, optometry,
podiatry or pharmacy. The Secretary may, however, extend this period of deferment if the Secretary determines that the ex¬
tension is consistent with the needs of the Corps.

Section B — Obligations of the Applicant
The
1.
2.
3.
4.

applicant agrees to:
Accept the scholarship award provided by the Secretary under section A(1) of this contract for the school year 1980-81.
Maintain full-time enrollment until completion of the course of study for which the scholarship award is provided
Maintain an acceptable level of academic standing while enrolled in the course of study for which the scholarship award is
provided.
Serve his or her period of obligated service by providing health services, as determined by the Secretary:
a. In the full-time clinical practice of his or her health profession as a commissioned officer in the Regular or Reserve
Corps of the Public Health Service or as a civilian member of the Corps in a health manpower shortage area designated
under Section 332 of the Public Health Service Act (“Act”); or
b. In a unit of the Department of Health, Education, and Welfare designated by the Secretary, if there is no need in a health
manpower shortage area for a Corps member of the profession in which theapplicant is obligated to provide health ser¬
vices under this contract; or

5.
6.

c. In the full-time private clinical practice of his or her health profession as set forth under Section 753 of the Act in a
health manpower shortage area which has: (1) a priority for the assignment of Corps members under Section 333(c) of
the Act. and (2) a sufficient financial base to provide the applicant with an income not less than the income of Corps
members.
Serve one year of obligated service for each year the scholarship award is provided, with a minimum obligation of 2 years.
Comply with the provisions of Title 42, Code of Federal Regulations, Part 62.

Section C — Breach of Scholarship Contract
If the applicant:
1. Fails to accept payment or instructs the educational institution to which scholarship payments are to be made not to ac¬
cept payments under this contract, the applicant (other than an applicant under paragraph 2 of this section) shall, in addi¬
tion to the service or other obligations incurred under this contract, pay to the United States the sum of $1,500 as li¬
quidated damages. Payment of this amount must be made within 30 days of the date on which the participant fails to ac¬
cept payment of scholarship award or instructs the school not to accept payment
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2.

Fails to maintain an acceptable level of academic standing in the course of study for which the scholarship award is pro¬
vided, or voluntarily terminates academic training before the completion of such training, or is dismissed from the educa¬
tional institution for disciplinary reasons, the applicant shall, instead of performing the service obligation incurred under
this contract, repay to the United States all funds paid to the applicant and to the educational institution under this con¬
tract. Payment of this amount must be made within 2 years of the date the participant becomes liable to make payment
under this paragraph,

3.

Fails to begin or complete the period of obligated service incurred under this contract for any reason other than those in
paragraph 2 of this section, the United States shall be entitled to recover an amount equal to three times the scholarship
funds awarded, plus interest, as determined by the formula
A= 30
in which:

(
v

1

5
t

)
'

'A' is the amount the United States is entitied to recover,
0' is the sum of the amounts paid to or on behalf of the applicant and the interest on such amounts which would be
payable if at the time the amounts were paid they were loans bearing interest at the maximum legal prevailing rate, as
determined by the Treasurer of the United States,
t' is the total number of months in the applicant’s period of obligated service, and
's is the number of months of such period served by the applicant in accordance with Section 752 of the Act or with a writ¬
ten agreement under Section 753 of the Act.
The amount the United States is entitled to recover shall be paid within one year of the date the Secretary determines that
the applicant has failed to begin or complete the period of obligated service.
Section D — Creditability of Graduate Training Toward the Period of Obligated Service
1.

Except as provided in paragraph 2 of this section, no period of internship, residency, or other advanced clinical training will
be counted toward satisfying the period of obligated service incurred under this contract.

2,

Applicants who received funds under the Public Health and National Health Service Corps Scholarship Training Program
(Section 225 of the Act as in effect September 30, 1977) for any school year beginning before October 12. 1976, will receive
credit toward the period of obligated service for any period of internship or residency served in a Public Health Service or
National Health Service Corps facility. Applicants who received funds for the first time under the Public Health and Na¬
tional Health Service Corps Scholarship Training Program as in effect September 30, 1977, for the school year 1977-78 will
receive credit toward the period of obligated service for only one year of internship or residency served in a Public Health
Service or National Health Service Corps facility.

Section E — Cancellation, Suspension, and Waiver of Obligation
1,
2.

Any service or payment obligation incurred by the applicant under this contract will be canceled upon the applicant's
death.
The Secretary may waive or suspend the applicant’s service or payment obligation incurred under this contract if:
a. compliance by the applicant with the terms and conditions of this contract is impossible or would involve extreme hard¬
ship, and
b. enforcement of such obligation would be unconscionable.

Section F — Contract Extension
1 .
2.

The applicant may annually request extension of this contract, for a period not to exceed 12 months, if the request is sub¬
mitted in accordance with procedure established by the Secretary.
Subject to the availability of funds appropriated by the Congress of the United States for the Scholarship Program and the
Corps, the Secretary shall approve requests for contract extension if:
a. the request does not extend the total period of scholarship award beyond four years, and
b. the applicant is otherwise eligible for continued participation in the Scholarship Program.

The Secretary or his authorized representative must sign this contract before it becomes effective.

Applicant Name (Please Print)

Applicant Signature

Secretary of Health. Education, and Welfare or Authorized Representative

HRA-98-3 (Back!
(Rev 12/79)

Date

Date

dk28:08577
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